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ASSETS 


(Lire) 


Cash, Balances with Banks 
Govt. semi-Govt. Se- 
Invest- curities Treasury 
ments Bills . 
Other Securities 


Contango, Advances Securi- 

ties Loans 256,852,374,909 


Bills receivable 


Sundry Accounts 2,964,643,393 
Premises, Furnitures Fixtures 
Customers’ Liability for Gua- 
Securities Third 
Special Accounts 11,652,562 
Staff Assistance Retirement 
Fund Securities deposited 
909,535,030,512 


Capital 
Ordinary Reserve Fund 


Deposits Current Accounts 


Cheques Circulation (assegni 


circolari) 
Bills for 


Guarantees Acceptances 
A/C Customers 


Sundry Accounts 


Staff individual Retirement 
counts 

Unearned other 
unearned Income 


LIABILITIES 


000,000 


528,894,195,746 


51,318,274,071 


12,216,671,519 


2,899,233,020 


Depositors Securities 

Accounts special 

Bank’s Securities guaranteeing 
Staff Assistance Retirement 
Fund 


189,220,209,266 


11,652,562 


12,666,677,777 


909,5 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT MEDIUM AND MINOR 


Capital, Reserves and Government Guarantee Fund 2,630,400,000 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves 751,987,308 


SECTION FOR CO-OPERATIVE CREDIT 


Capital and Reserves 2,626,134,549 Government Guarantee 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves 1,370,409,284 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves 816,764,693 


INDUSTRIES 


ERRATA CORRIGE 


the summary Prof. Heilperin’s article Fixed Parities 
and International line 14, for export and exchange 
controls read import and exchange controls line 18, for 
pre-requisites necessary adjunctus read pre-requisites 
necessary adjuncts 
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SUMMARY 


The problem hydrocarbons, after the fortunate discoveries made the last few 
years, present the subject lively debate Italy, particularly regards the issuing 
exploration and exploitation permits, the status foreign companies, the relationship 
between the Government corporation (ENI National Hydrocarbons Agency) and private 
companies, etc. The whole complex field now waiting regulated new Law, 
supersede the obsolete Act 1926. 

This Review has already published two articles the subject: The Natural Gas 
Industry (1953, page 117 seq.) and The Future Italian Natural Gas and Oil 
(1954, page 223 seq.). are now publising study Prof. Alfred Kahn, 
Regulation Crude Oil Production the United States and Lessons for Italy which 
provides accurate outline U.S. legislation its historical background and its 
principal problems. From that experience the author seeks draw certain general con- 
clusions which may offer useful suggestions for Italy and for countries that may find them- 


selves similar situation. 
** * 


Prof. Heilperin’s article Fixed Parities and International Order meant 
firm rejection the system flexible exchange rates the longer-run scheme advocated 
particularly Professors Haberler, Lutz and Meade. 

The point departure Prof. Lutz’s article recently published this Review 
(December 1954), and particularly certain propositions which, isolated and reduced 
bare outline, lead Prof. Heilperin attribute his dissent from the authors cited above 
conflict general economic principles between internationally minded economists 
and economic nationalists 

the Editor this Review Heilperin’s line attack seems questionable, view 
the careful qualifications contained the theses Haberler, Lutz and Meade (which 
allowed Meade define himself unrepentant internationalist »). The conflict 
between the two currents actually less marked basic principles and methods 
action, and does not deserve such emotional characterisation. effect, both currents 
thought agree excluding the quantitative export and exchange controls means 
ensure equilibrium the balance payments; both likewise reject the system 
deflationary processes (and resulting excessive domestic contractions); and while antin- 
flationary approach considered Meade, Haberler and Lutz, not less than Heil- 
perin, one the pre-requisites necessary adjunctus sound international economic 
policy, Heilperin himself accepts floating rate the only, even though extraordinary 
and temporary, alternative under especially critical circumstances. 

The root the conflict therefore lies chiefly different evaluation the equilibrat- 
ing virtues, and respectively the operational difficulties and inflationary dangers which 
may present flexible exchange rate system the permanent type advocated 
Haberler, Lutz and Meade. this connection, Prof. Heilperin feels that the qualifications 
and arguments put forth Haberler and Lutz are unconvincing. His opposition 
expressed general terms. But certainly the practical reasons for that opposition are 


— 


particularly felt countries with weaker economic resources and administrative struc- 
tures, and more sensitive, also psychologically, inflationary impulses, due tradition 
monetary upheavals other words, countries where the operational difficulties 
and dangers system floating rates are likely more serious. 


Since prewar days, the banking system and the credit policy have been developing 
France through series particular experiences, and often with substantial inno- 
vations, the study which this Review devoting series articles. previous 
issues Prof. Cauboue discussed the peculiarities the organisation medium-term 
credit, involving among other things the adoption unorthodox policies the Central 
Bank and the ordinary banks (1954, page 129 seq.); Prof J.S.G. Wilson considered 
the mode operation the deposit banks and the the light 
current problems (1954, page 186 seq.), and outlined the evolution credit control 
policy from 1945 1954 (1955, page seq.). this issue Prof. Pierre Cauboue dis- 
cusses the Competition among Banks France and the Fixing their Rates 

The author does not reconsider the problems bank competition the abstract, 
but describes the developments and changing forms assumed the competition among 
French banks during the last thirty years, from the first voluntary limitations certain 
rates adopted 1925 the rigid and strict regulation banking tarifs introduced 
the legislation 1941, the illegal but tolerated regime competitive freedom 
which prevailed postwar years and which, contrary to-what happened Italy, has 
not yet been made subject new regulations. 

According Prof. Cauboue, the French banks have again been led extend com- 
petition from the field services the traditional and long-since cartelized 
field prices, and hence engage struggle credit rates beyond the old technical 
limits, order force the flow funds and escape the rigours the French rediscount 
policy. The author’s judgement the results achieved however reserved; any event, 
feels that the competition deposit rates has assumed such dangerous forms that 
France also the speedy adoption new regulations has become matter for serious 
discussion. 

September 1952 connection with the Parliamentary Enquiry into Unemploy- 
ment (see this Review, 1953, page seq.) the Central Statistical Institute Rome 
conducted survey labour forces Italy, based sample 58,352 families through- 
out the country. May 1954 second survey was conducted, followed third one 
May Sampling surveys labour forces have thus become part periodical 
statistical surveys Italy. 

The final results the 1954 survey, which have recently been published, are con- 
densed Dr. Giorgio Ruffolo the article The Second Enquiry into the Labour 
Force 
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Regulation Crude Oil Production the United States 


and Lessons for Italy 


the United States, the landowner pos- 
sesses whatever lies below the land surface 
well, and except where there are specific legal 
limitations, may exploit chooses. Pe- 
troleum and natural gas raise unusual pro- 
blems applying this common law real pro- 
perty right. They occur naturally under- 
ground pools, whose outlines bear necessary 
relationship the ownership the land sur- 
faces above. And they are fugacious: whoever 
drills well land over pool may draw oil 
gas from under his neighbor’s land well. 
Landowners who found themselves despoiled 
this manner more aggressive neighbors, 
after the discovery oil Pennsylvania 
1859, brought suits the courts assert 
their correlative rights the underground 
reservoir property right the subsoil 
pool some way proportionate the superior 
land surface they owned. The state courts, 
faced with such conflicts and lacking any 
guidance from state legislatures, formulated 
the common law rule capture The oil, 
they decided, belonged whoever took 
out, regardless where originally came 
from. This remained the virtually universal 
rule law the United States until after 
1929, when state legislatures finally intervened 
place limits upon the unrestricted private 
right drill and capture (1). 

Because the law capture, the vast 
American petroleum resources were exploited 
under regime virtually uncontrolled pri- 


(*) The Italian version this study will published 
the September 1955 issue the Rivista Trimestrale Diritto 
Procedura Civile which are indebted for permission 
publish the original text this Review. 

Oklahoma instituted the pioneering production control 
law 1914, but effective, general regulation, with its conco- 
mitant modification the law capture and recognition 
correlative rights, did not come until around 1935, after frantic 
efforts from 1929 on. See and Meyers, Legal Plann- 
ing petroleum Production, Yale Law (1941) and 
Oil: Stabilization Conservation? (1937) passim. 


vate enterprise. enormous and highly de- 
veloped industry emerged before serious con- 
trols were imposed (2). When finally regu- 
lation became inevitable, its task 
fore not encourage and promote new 
industry, but curtail excessive rate 
private production, the interest conser- 
vation, economic stabilization, and the protec- 
tion correlative property rights. Thus the 
American regulatory experience this indus- 
try has been unique among all the major 
producing countries the world, with the 
partial exception Canada. 

There are areas the United States 
which the State and Federal governments, 
virtue their ownership the land surfaces, 
are position more nearly comparable 
that the governments most other oil 
producing countries, which control subsur- 
face rights. The Federal Government, whose 
holdings are most extensive, owns 455,000,000 
acres, 24°% the country’s total land 
area (3). these regions, exploration and 
production are possible only upon receipt 
government permission. 

But instructive that there signi- 
ficant American literature analyzing the expe- 
rience public ownership 
Except for the dispute over state vs. federal 
ownership the so-called tidelands (4), the 

(2) Between 1857 and 1937, the United States produced 
Petroleum Facts and Figures (1937). the end 1953, 
which year the U.S. accounted for the world’s 
production, the cumulative figure from 1857 was still 
Ibid., 11th edition (1954). 

(3) U.S. Bureau the Census, Statistical Abstract the 
United States. State-owned lands are considerably less extensive. 
Texas, both the biggest state and leading oil producer, state 
school lands (the most important state-owned lands apart from 
the underwater coastal regions) amount about 10,000,000 acres 
(Communication March 30, 1955 from Earl Rudder, Com- 


missioner the General Land Office), about the State’s 
total lard area. 


(4) After long and bitter controversy, the Submerged Lands 
Act May 22, 1953 (67 Stat. 29), reversing earlier Supreme 
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issues this industry that have claimed almost 
the entire public attention have centered about 
the law capture, the consequences un- 
regulated private exploitation 
owned lands, and the regulatory legislation 
imposed since 1929. Production crude oil 
the Federal lands amounts only about 
the national total (5). some states 
the relative importance production state- 
owned lands may somewhat higher; and 
production from offshore, underwater reserves, 
though present very small proportion 
the national totals, will probably eventually 
make major contribution total American 
output (6). But for the last one hundred years 
the vital problem has been the regulation 
private production private lands. 


Coutr decision, vested all coastal states ownership the 
lands beneath navigable waters extending three miles into 
the Atlantic and Pacific Oceans and three marine leagues 
(approximately 10.35 miles) the Gulf Mexico. The con- 
tinued ownership the Federal Government submerged 
lands beyond these limits the outer Continental shelf 
was confirmed the same Congress. Stat. 462 (Aug. 

(5) Petroleum Facts and Figures, ed., 1954, 
pp. 85, 138. these lands are believed 
comparable importance. (Communication April 15, 1955 from 
Duncan, for the Director, Geological Survey, U.S. Dept. 
Interior, Washington, D.C.). Oil and gas leases were 
effect 74,000,000 acres Federally owned land the end 
1954. (Information from U.S. Geological Survey, Conser- 
vation Division, U.S. Dept. Interior). 

(6) Texas, which accounted for less than total 
U.S. crude oil production 1953 op. 11th ed., 
115) credits the major portion its revenue from leases 
State-owned lands special funds for the public schools and 
university. Total accumulation these funds (whose principal 
cannot spent) amounted early 1955 about 460 mil- 
lions. [Communication from Rupper, supra note (3)]. 
These sums, accumulated over many years, are probably not 
much excess the total oil royalties paid all lands owners 
Texas 1953 alone. Still they indicate total production 
state-owned lands Texas comparable the production 
Federal public lands, which have brought about 400,000,000 
rents and royalties since 1920. (Figures from Lewis Horr- 
MANN, Oil and Gas Leasing the Public Domain, Gower, 
1st National Bank Building, Denver, Col., 1951, and 
op. cit., ed., 151). 

Extremely rough estimates place potential crude oil reserves 
all offshore areas the United States fully cur- 
rent proved national reserves. The concensus that this esti- 
mate the conservative side Letter May 12, 1955, 
from William Harper, Research and Inquiries Section, Amer- 
ican Petroleum Institute. But Texas’ first commercial offshore 
production came only 1954. Oil and Gas Jan. 31, 
1955, 220). And although offshore production has been 
going California and Louisiana for several years, these 
wells contributed only about their total production 
op. pp. 115, 120. 


Conservation and Market Stabilization. 


The primary consequences the rule 
capture were extraordinarily rapid growth 
the American petroleum industry vast 
riches lay under the soil tapped 
whoever could find them first and draw them 
out most rapidly and frightful waste. 
concomitant result was extreme market in- 


stability. 


The Need for Production Control 


underground oil pool like great 
natural engine, equilibrium the 
sures encircling rock, dissolved overlying 
gas, and underlying water. well opening 
releases these underground forces, which pro- 
pel oil, gas and water upward the surface. 
Properly exploited, these pressures 
themselves deliver the oil with- 
out the application outside energy: this 
would the engineering ideal. The rule 
capture imposes instead engineer’s night- 
mare. With every land owner hastily drilling 
wells and letting them flow freely (in flush 
production) order ensure his maximum 
participation the pool, the underground 
energy rapidly dissipated. The gas escapes; 
the oil below becomes more and more viscous, 
the dissolved gas departs, and hence more 
and more difficult recover; the underlying 
water forces itself upward and cuts off the 
possible escape the oil the open air. Such 
oil can thereafter recovered all must 
pumped, far greater expense, and with 
far less ultimate recovery. The consequence 
that the older oil fields, operated without con- 
trol under flush conditions, have left 
their original oil underground; some 
them will never yield more than 
what they might have been made yield (7). 

The profligacy with which Americans pro- 
duced their crude oil the past was matched 
correspondingly terrible waste above 
ground. First, has taken the drilling 
about 1,500,000 wells test the extent our 


(7) Most the foregoing account based 
The Conservation Oil, Harvard Law Rev. 1209 
(1938), reproduced Amer. Eco. Ass’n, Readings the 
Social Control Industry, 318, 331-332 (1942). 
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thus far; the Middle East about 


2,000 wells have already uncovered proved 
reserves twice great (8). Second, perhaps 
billions dollars worth natural gas and 
natural gasoline were burned flared 
the well head, for want alternative methods 
recovering, storing, disposing them. 
Third, freely flowing wells periodically far 
outran storage and transportation facilities, 
and vast quantities oil were permitted either 
flow out the ground evaporate away 
surface storage facilities. 

Fourth, there have been corresponding 
wastes the refining level. Discoveries great 
new oil pools immediately subjected crude oil 
markets vast, least partially unassimi- 
lable supplies, depressing prices within short 
spaces time fractions their previous 
level. The cheap, abundant crude oil locally 
available turn induced numbers business 
men construct cheap, inefficient refineries 
the field, often referred teakettles 
because all they could was distill off the 
valuable lighter fractions (in 
skimming operations) and sell much 
the remainder they could for whatever 
would bring heating fuel. Crude oil that 
might have yielded gasoline, 
more efficient refineries, yielded instead only 
perhaps this more valuable product, 
often poorer quality; the rest went into 
economically inferior uses. And once the flush 
production was over, and newly constructed 
pipelines could transport the oil cheaply 
more efficient refineries, the small field 
neries became uneconomical, and disappeared 
fast they had come into existence. 
the most dramatic instance recent times, 
between 1931 and 1936 over refineries 
were constructed near the great East 
Texas field, discovered 1930. the end 
1939, the Bureau Mines 
vey listed only refineries existence 
the area, and not all them were actually 
operating. 


(8) A.J. U.S. Oil Industry being Drowned 
Excessive Imports?, Petroleum Refiner Dec. 1953, 

leum Refineries, Including Cracking Plants the United States 
(annually). 


The history the American oil industry 
under the rule capture was marked 
cycles shortages and gluts. The resultant 
extreme fluctuations crude oil and products 
markets were economically wasteful. Oil that 
would have been worth 1.00 barrel, 
both producers and consumers, taken out 
more gradually (the basic field price today 
barrel East Texas the 1930’s. And, 
have seen, most was poured 
out the ground, evaporated 
quate storage facilities, skimmed and sold 
for virtually nothing for inferior uses. The 
market instability was also obviously contrary 
the interest established companies the 
industry. 

powerful public and private interests 
alike conservation and market stabiliza- 
tion dictated the introduction some form 
production control. The distaste with which 
Americans generally regarded government re- 
gulation business, and the independence 
the oil wildcatter and producer, for long suc- 
cessfully resisted these pressures. But 
dramatic discoveries between 1926 and 1931, 
culminating the East Texas strike, com- 
bined with the depression after 1929, finally 
brought remedial action. 

The body regulation which has emerged 
formidably complex, largely because the pri- 
mary burden control assumed each 
the producing states, under its police power, 
with the result that the laws differ substan- 
tially from one another. The role the Fe- 
deral Government important one, but 
essentially one coordination and sup- 
port the respective state programs (10). 
Also much the real corpus the law 
area technical this must sought 
the orders the state administrative 


(10) Effective regulation production for national market 
clearly necessitates interstate cooperation, and hence least the 
beneficent acquiescence the Federal government the resul- 
tant restraints interstate commerce. fact, with the Con- 
nally Hot Oil Act (49 Stat. 30, 1935) forbidding the inter- 
state transmission oil produced violation state regula- 
tions, with the import limitations the and with the 
market demand estimates the Bureau Mines (see 71, 
below), the Federal government has cooperated actively mak- 
ing production control effective, 
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these commissions have course not been 
uniformly effective. 

State regulatory legislation 
may said have two features, though the 
two are inevitably related. Both relate 
hardly controlled all. The one feature 
technical: all producing states impose certain 
restrictions the methods and most them 
the rate development and production 
order avoid physical waste and increase 
ultimate recovery. The other economic: 
many states (notably Texas, whose importance 
has already been indicated) define the waste 
which they prohibit include production 
excess reasonable market demand 
issue orders proportionately limiting prora- 
ting withdrawals estimated demand, and 
thus are effect involved cartel restriction 
output and price maintenance. The first 
kind control well the second curtails 
supply and therefore supports price, least 
the short run: the long run recovery 
and supply are course enhanced. And the 
second kind well the first may de- 
fended necessary merely prevent physical 
waste while protecting correlative rights, 
shall see. But the influence price 
the first case the indirect consequence 
applying engineering standards, designed 
maximize net energy recovery. The second, 
instead, represents direct and conscious in- 
terference with competitive adjustment sup- 
ply and price changing market conditions. 
Imposed producing states, without any 
participation consumers the decision-mak- 
ing process, the second kind regulation, 
needless say, far more controversial than 


the first. 


Physical conservation regulation 


The kinds technical limitations imposed 
need only briefly summarized. They in- 
clude: (1) Prohibitions the flaring gas; 
(2) Limitations the drilling wells, not- 
ably through the promulgation spacing 
regulations, requiring minimum distances be- 
tween wells. When the minimum area 
served single well embraces the property 
more than one surface-land owner, the 


interested parties may forced pool their 
interests one optimally-located well, operat- 
ing cooperatively; (3) The requirement 
that producing wells maintain certain efficient 
ratios between the gas water and the oil 
they withdraw, ensure against too rapid 
dissipation the propulsive energy below 
ground; (4) Prorationing production for 
each field maximum efficient rates reco- 
very rates withdrawal 
excess which would jeopardize the ultimate 
total oil recovered relative the energy 
expended getting out (11). These limita- 
tions are generally imposed only the freely 
flowing fields, whose flush output, produced 
almost negligible operating costs, would other- 
wise force the cessation the more expen- 
sive pumping operations settled fields (12). 
Abandonment these marginal strip- 
per wells might lead water seepages and 
make their oil permanently inaccessible; 
(5) Permission state orders requiring that 
entire fields operated single unit (in 
«unit operation» Frequent- 
only through such cooperative operation 
can most efficiently exploited (13). 

The major criticisms this aspect state 
regulation have been that such controls have 
not been applied with sufficient intensity. 
contended, with much justification, that the 
industry and the producing states are more 
interested market stabilization than maxi- 
mizing the efficiency recovery or, 
least, that the governments can elicit more 
nearly unanimous support for the former than 


(11) fact, total production has typically been held below 
the M.E.R. rate, order limit reasonable market 
demand See, pp. 71-72, below. 

(12) Thus most states fact only minority the 
oil wells and total production that actually subject pro- 
rationing. See, op. pp. 

(13) For example, efficient well spacing may require fewer 
wells than there are land owners. the underground pool 
may dome-shaped, with overlying gas cap, which case 
the owners the land over the cap must forbidden drill, 
because this would draw forth the gas, sharply reduce field 
pressures, and jeopardize recovery the oil. these cases 
only through unitization could all land owners participate 
fairly production without cutting down ultimate recovery. 
Also cooperative investment and operation usually required 
for recycling, where gas water are returned underground 
sustain field pressure and enhance total recovery, for con- 
struction central plants recover natural gas from the oil, 
natural gasoline from the gas. 
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for the latter regulation (14). result, 
proper well-spacing has often not been achiev- 
ed: before World War II, more wells were 
drilled under exceptions and exemptions 
well-spacing orders than under such rules, 
because owners small pieces land have 
successfully insisted the right drill 
their own properties (15). Probably only com- 
pulsory unit operations can ever fully meet 
the requirements conservation; yet state 
commissions have typically been unwilling 
force resistant producing interests coope- 
rate this fashion. Nevertheless, very sub- 
stantial progress has been made along both 
these lines (16), and few critics deny that these 
regulations have been socially desirable. 


Prorationing market demand. 


Every month the Bureau Mines, the 
U.S. Department Interior, makes detailed 
estimates the prospective market demand 
for petroleum products. Translated into anti- 
cipated requirements for crude oil, these statis- 
tics are broken down the Interstate Oil 
Compact agency for the cooperation 
oil producing states into estimates for the 
individual states. The latter turn break 
down their totals into daily production quo- 
tas allowables for each field and well 
under their jurisdiction (17). Under this system 
national production has typically been held 


(14) See, for example, Rostow, National 
Policy for the Oil Industry (1948), and op. cit., supra 

(15) fact prorationing actually increased the amount 
unnecessary drilling some fields, since each well must 
law allowed minimum production quota, and land 
owners sought, drilling extra wells, increase their total 
allowable production. 

(16) See address Hines Baker, President, Humble 
Oil and Refining Co., Achievements and Unsolved Problems 
Oil and Gas Conservation copies obtainable from the 
Humble Co., also reproduced U.S. House Representa- 
tives, Cong. 1st Sess., Petroleum Study, Hearings Recent 
Price Increases Gasoline and Oil, 1953, pp. 295-306; see also 
Erich Zimmerman, book production and conservation oil, 
published Yale University Press, late 1955 1956. 

(17) This account necessarily oversimplified. Not all pro- 
ducing states belong the Interstate Oil Compact; not all 
them prorate production market demand. California, 
prorationing accomplished effect cooperation among 
the major integrated producing-refining companies, practice 
present under attack the Federal government under the 
antitrust laws. U.S. Standard Oil Co. Cal. al, Civil 
Action 11584-C, S.D. Cal., Complaint, May 12, 1950. The 
State Texas makes elaborate estimates its own account, 


below the M.E.R. since 1935, except during 
World War 1954, for example, when 
national production ran about million 
barrels day (b/d), estimated shut-in capacity 
(the difference between actual output and 
M.E.R.) averaged over million b/d; and 
the ratio shut-in capacity was even greater 
the late 1930’s (18). 

Historically prorationing market de- 
mand has (or would have) contributed 
some ways conservation oil, any 
reasonable test. Between 1926 and 1931, 
billion barrels oil were discovered, increas- 
ing estimated national reserves from approxi- 
mately ten over twenty billion barrels. The 
East Texas field alone was capable produc- 
ing well over 1,000,000 b/d, when 
national production was less than 3,000,000 
b/d (19). would obviously have been desir- 
able restrict production these fields 
M.E.R. But this would still have resulted 
output far above what the market could 
absorb. Actual physical waste oil above 
ground would still have ensued. would 
have been difficult enforce ratable taking 
(controlled proportionate withdrawals from all 
wells given field) production exceeded 
what purchasers were willing take. Thus 
not only would correlative rights surface 
owners still not have been preserved (20); dis- 
proportionate withdrawals would also have 
resulted irregular encroachment water 
and gas and hence incomplete recovery the 
oil underground. Also the low levels which 
oil prices would still have been driven would 
have forced the closing down stripper wells, 
with resultant permanent loss their produc- 
tion, even though the longer run the mar- 
ket would have been fully prepared pay the 
higher price. The law capture would still 
have been economically illogical influence, 
forcing each well owner produce all the 
government permitted, even though the inte- 


and bears the greater burden adjusting production market 
demand because the only partial cooperation other states. 

(18) Standard Oil Co. (N.J.), Facts About Oil Imports 
April 15, 1953, 

See Exy, op. cit., pp. 322-324, and and 
The Growth Integrated Oil Companies, (1954). 

(20) Unratable, disproportionate withdrawals would 
clearly permit certain well operators drain oil from 
their neighbors’ land. 
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rest the economy would have dictated 
slower rate withdrawal, avoiding sale 
barrel 1933 oil that few years 
later was worth 1.00 barrel. 

the same time, prorationing market 
demand basically objectionable free 
enterprise economy. Enacted under the pres- 
sure producer groups, administered 
producing states inevitably most sensitive 
the interests the oil companies, 
the buying public with the use police power 
confer monopoly profits upon private eco- 
nomic group. fact, within limits, per- 
mits the large oil companies determine 
themselves what their profits will be. Thus 
June 1953, despite the fact that supplies 
crude oil were ample that production was 
being cut back substantially below M.E.R., 
major oil company raised the price which 
bought (and was also producing) East Texas 
crude oil, from 2.65 2.90 barrel. 
Although excess capacity the industry in- 
creased the following year, and refiners 
and marketers were unable pass the 
entire cost increase the prices they charged 
for their products, successive cut backs pro- 
duction allowables (21) sustained most crude 
oil prices their new high level. The price 
increase may have been economically justifi- 
able certain sense: costs exploration and 
production had been increasing steadily. But 
was the producing interests themselves, 
rather than open competitive market, that 
decided what the price should (22). 

The compulsory cartelization American 
crude oil production achieved prorationing 
extends its influence upward through the indus- 
try and geographically throughout the world. 
The refining and marketing oil products 
remain substantially competitive the United 
States, but the limitation supply the 
basic raw material and the vertical integration 
the major producers help hold price com- 
petition check later stages well (23). 


(21) the late summer 1954, shut-in capacity reached 
1,800,000 b/d. 

(22) See The Petroleum Industry, Apams 
(ed.), The Structure American Industry (rev., 1954), 248- 
249; and, for economic analysis the conservation problem 
oil, pp. 250, 261-264. 

(23) See and Kann, Leadership and the 
Pricing Gasoline, «Yale Law 818 (1952); also the book 


The competitive opportunities independent 
refiners and marketers are seriously constrict- 
and their fortunes rendered more hazardous 
these same factors: for example, they are 
periodically subjected sharp squeezes 
their margins because the rigid price they 
must pay for their raw material (24). And 
the world price crude oil remains closely 
articulated with the U.S. Gulf Coast price, 
artificially maintained this manner, even 
though actual production costs other areas 
are evidently only fraction the costs 
the United States (25). 

For these reasons many observers have 
proposed the abolition prorationing mar- 
ket demand. Most them would substitute 
either both the following systems: 
(1) Prorationing only M.E.R. possible 
that the increase waste that might follow 
excesses production over market demand 
current prices would more than compen- 
sated for lower prices, enhanced utilization, 
and greater competition oil markets the 
world. (2) Compulsory unitization all oil 
fields, least all flush fields. this 
case, production control all might 
required. Pool owners, freed last from the 
tyranny the rule capture, would have 
every incentive adopt the most efficient reco- 
very methods, and draw oil out the 
ground only rapidly seemed them 
economically desirable. this manner the 
community whole would derive the maxi- 
mum net economic value over time from its 
underground oil resources (26) provided there 


the present writer and Integration and 
Competition the U.S. Oil Industry, published Yale 
University Press, 1956. 

(24) See ibid.; and and Entry into the Oil 
Refining Business: Vertical Integration Re-Examined, 
Law 856 (1952). should added however that the 
substantial decline the number independent refiners the 
U.S. since 1935 has also been attributable technological deve- 
lopments the art cracking; and the reader must remember 
that the limitation the flush crude oil production, driving 
many teakettles out business, undoubtedly accorded with 
the public interest conservation. 

(25) See U.S. Federal Trade Commission, Report The 
International Petroleum Cartel, 1952, and U.N., Economic Com- 
mission for Europe, The Price Oil Western Europe, 
Geneva, 

(26) For strong argument advocacy compulsory unit- 
ization alternative prorationing, see op. cit., 
supra note (14). 
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remained enough competition between unit- 
ized pools prevent curtailment output 
for monopolistic reasons (27). 


Production control has imposed substantial 
burdens upon the small crude oil producer 
making more difficult for him recover 
his investment quickly, when finds oil. 
But supporting crude oil prices, has 
balance undoubtedly further 
vate exploration and exploitation the na- 
tional oil resources. 

Another form regulation that has 
had the same effect deserves brief mention 
the extraordinarily favorable treatment which 
the American tax laws accord this industry. 
The central tax clause the so-called 
percent depletion allowance (28). comput- 
ing income, upon which must pay 
income tax, company any industry may 
course deduct from gross income not only 
operating expenses but also the estimated an- 
nual depreciation its capital equipment, 
until has written off the entire original 
investment therein. Similary, oil (and gas) 
producing companies may write off their 
investments seeking and producing oil, 
charging actual expenditures against income 
the oil gas are used up. But the deple- 
tion allowance offers alternative that 
often far more attractive: regardless what 
they may have actually invested finding 
their oil gas, these companies may instead 
gross income from the sale thereof (up 
their net income), indefinitely. this way 
they are supposed compensated for using 


(27) 1954 there were operating the United States 171 
oil fields with estimated ultimately recoverable reserves 100 
milliard barrels more; they accounted for only total 
output that year and had total estimated U.S. re- 
serves January 1955- view the excellent facilities 
for low-cost transportation crude oil all over the United 
States, the inevitable long-run increase imports, and the 
pressure small land-owners unit field operators pro- 
duce maximum efficient rates, the dangers monopolistic 
restrictionism would not appear great under the 
present system prorationing, even though the same large 
companies would undoubtedly operate several unitized pools. 

(28) Internal Revenue Code, Par. 114 (b) (3). 


their capital assets (the underground oil 
gas) they sell them. 
these companies often can deduct expenses 
many times the actual original investment. 

Nor this all. addition, these compa- 
nies may, they choose, charge current 
expenses variety exploratory costs so- 
called intangible drilling expenditures and 
the costs drilling dry holes (29). Thus, 
effect, they may before paying taxes recover 
these capital investments involved 
ing for oil twice once deducting them 
expenses the year which they are 
incurred, and again the depletion allow- 
ance, which likewise supposed compensate 
producers for the costs finding oil. 

single example will suffice demon- 
strate the order magnitude these tax 
benefits. 1948 the U.S. Steel Corp. showed 
net income before Federal income taxes 
239 million; its taxes came 109 million. 
the same year the Humble Oil and Refin- 
ing Co. earned 240 million, and paid taxes 
million (30). Even more striking 
examples could readily found. 

clear that these tax provisions bestow 
special favors upon the American oil indus- 
try (31). The essential justification that 


(29) Costs drilling and equipping productive wells must 
capitalized and depreciated annually, like any other invest- 
ments equipment. See U.S. Treasury Reg. 111, Par. 29.23 
(m)-16 (1943). 

(30) Baxer and Percentage Depletion. Cor- 
respondence, Harvard Law Review 361, 374 (1951). 

(31) Industry spokesmen sometimes deny this fact, con- 
tending that the special tax treatment merely reflection 
the special circumstance that when producer ‘ells his oil 
selling part his capital, and his revenues are therefore not 
properly taxable income. This perfectly true: the sale 
wasting asset justifies some method charging off the capital 
consumed, before computation tax liability. But this fact 
does not justify the present tax law, for two reasons: (1) The 
oil company the business exploring for oil and selling 
off what finds. Its capital investment the cost finding 
the oil and the equipment required take from the ground. 
might equitably claim the right recover this investment 
before paying taxes. But the depletion allowance, have 
seen, often permits recover much more. (2) Even the 
entire underground oil pool were regarded capital, and 
the proceeds from its sale capital gains rather than income, 
the present arrangement would not justified. For gains 
from the sale capital goods are likewise subject tax 
the United States, though lower rate than income. 
computing the taxable gain, the original cost acquisition 
deducted from the sale proceeds. But, have seen, the 
depletion allowance and permission charge intangible drilling 
costs often permit the deduction far more than the original 
cost, computing the tax liability. the revenue from oil 
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the search for oil expensive and risky. The 
great majority wells drilled prove 
dry holes. So, maintained, the prospect 
high rewards and the actual receipt 
very high returns the fortunate few 
necessary induce capital enter the field. 

must remembered that the free 
market will ordinarily offer higher profits 
the successful venture the more risky the field 
which operates. Even without favorable 
tax treatment, the oil industry offers huge 
prospective returns the wildcatter. not 
clear why the tax laws should cumulative 
these rewards for risk-taking this industry, 
and not others. 

Moreover, the absolute volume tax 
savings, the major beneficiaries the deple- 
tion allowance are course the larger produc- 
ing companies. may well argued that 
for these companies, although each individual 
exploratory venture undoubtedly very risky, 
their exploratory programs considered 
whole bring returns with reliability and 
regularity not appreciably different from in- 
vestments other industries. Even without 
tax preference, thus, these companies need 
have difficulty writing the costs unsuc- 
cessful ventures off against the successful ones, 
not each year, then over period years. 

The American Mid-Continent Oil and Gas 
Association has estimated that over the period 
1925-48 the oil industry’s expenditure for find- 
ing oil were approximately the same the 
depletion allowed the tax laws. defender 
these laws cites this fact support his con- 
clusion that the amount (of depletion allow- 
ed) not excessive relation the capital 
risked the search for oil (32). But this 
same period the country’s ultimately recover- 
able reserves increased from ten almost 
thirty milliard barrels, and their money value 
twice much again (33). What these facts 
mean that the oil industry has been able 
thus increase the value its capital assets 
almost six-fold, exploration, with funds 
obtained from the consumer and spared 
the tax collector. 


sales not even taxed capital gain. this subject, see 
ibid., passim. 

(32) Ibid., 366. 

(33) and op. at., pp. 86-88. 


Publicly-owned lands. 
Federal. 


Under the law, exploration and production 
oil and gas the public domain may 
conducted only under leases granted 
the Bureau Land Management the U.S. 
Department the Interior (34). Leases may 
granted only U.S. citizens corpora- 
tions; foreigners may participate the latter 
however without limit, long their own 
governments not deny similar privileges 
Americans. 

lessee might before 1954 hold such 
rights (35) for more than 15,360 acres any 
single state; the act Aug. 1954 (36) in- 
creased these limits 46,080 acres for the 
United States and 100,000 for Alaska. How- 
ever, producing companies customarily con- 
duct much their exploration not lessees, 
but under options obtained from land owners 
and lessees. Option agreements give them per- 
mission explore, sink test wells, and the 
privilege either taking over the lease 
fixed price merely operating the well, 
they succeed finding oil. this way the 
prospector may able afford extensive 
exploratory operations, and have more ex- 
tensive territory explore, without becoming 
lessee himself. The law governing the pub- 
lic domain permits company hold such 
options, more than three years duration, 
covering more than 200,000 acres each 
state (before the 1954 amendment the limits 
were two years and 100,000 acres). only 
company’s actual leases that may not exceed 


(34) The following summary the law based Horr- 
MAN, Op. cit., supra note (6), and Code Federal Regulations, 
Title 43, Chap. Par. 192. The basic statutes are Stat. 437 
(1920), Stat. 674 (1935), and Stat. 950 (1946). the 
1954 amendment, see below. There are other lands owned 
the Federal government than the so-called public domain, but 
the latter far the most important. addition, there 
the Outer Continental Shelf Act 1953, regulating the proce- 
dures the underwater areas beyond the tidelands ceded 
the coastal states. See 75, below. 

(35) The reader should reminded that the rights 
question are leases the public domain. Companies may 
acquire rights the same limits also the Federal govern- 
ment’s much less extensive acquired Code 
Federal Regulations, Par. 200.6. 

(36) Stat. 648-649, Public Law 561, Cong. Sess., 
2381. 
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the 46,080 (formerly 15,360) acres each 
state. 

The foregoing maximum acreages apply 
all leases options held the individual 
corporation, both directly and indirectly 
through participation associations cor- 
porations (except interests unit operations 
approved prescribed the Secretary 
the Interior). Each individual participant 
owner such associations corporations 
holding leases options considered hold 
acreage proportionate his participation 
the joint venture. The law attempts see 
that these limitations are respected. Individual 
applicants for leases must attest that their in- 
terests, direct indirect, leases, permits 
applications not exceed the maximum. 
Corporate applicants must list names and ad- 
dresses all holders more their 
stock. And every option holder must, twice 
each year, file statements listing and identify- 
ing all his option interests. 

Five year leases for prospecting lands 
not known overlie oil gas deposits may 
issued non-competitively, merely the first 
applicant. The maximum area permitted 
each such lease 2,560 acres, and the plot 
must reasonably compact. The lessee pays 
Alaska) for the first, and 0.25 for the fourth 
and fifth years, long paying quanti- 
ties oil gas are discovered. Leases may 
renewed for five additional years, 
annual rental 0.50 acre, long 
the land still not known within the 
geologic structure producing field. There- 
after they lapse. However, soon oil 
gas are discovered and long they are 
produced paying quantities, the Govern- 
ment receives royalty the gross 
value production, addition the rent 
(37), the leases continue automatically. 
Thus lease explore unproved land, upon 
discovery, automatically becomes lease 
unlimited duration produce, predeter- 
mined royalty. 

Lands known overlie producing fields 
may leased only competitive bidding, 


(37) the case other provisions, the law more 
generous companies Alaska: there the royalty for the first 
discovery new pool only for the first ten years. 


units not exceeding 640 acres each. The 
royalty may not less than the 
annual rental less than acre 0.25 
where only gas has been discovered), and the 
lease issued whoever offers the highest 
bonus. addition, the law provides for de- 
tailed supervision operations lessees, not- 
ably the application the same kinds rules 
for the prevention waste, are provided 
the various state laws, including the power 
the Secretary the Interior require unit 
operations (38). The regulations formulated 
thereunder permit production Federal lands 
demand (39). 

The major difference between the fore- 
going procedures and those prescribed spe- 
cific statute 1953 for exploitation the sub- 
merged lands the outer Continental Shelf 
(40) that the latter requires competitive 
bidding all leases, whether not areas 
with known deposits. The Act prescribes 
limit 5,760 acres for each lease, but sets 
limit the total area that any one company 
may control this fashion. The minimum 
royalty fixed the gross value 
production. The leases are for five years 
and long thereafter oil gas may 
produced paying quantities drilling oper- 
ations continue. Lessees are obligated ope- 
rate their leases diligently, under the super- 
vision the Secretary the Interior. 


State lands. 


Space lacking for adequate survey 
the methods pursued the several states 
granting exploratory and production conces- 
sions publicly-owned lands. The following 
brief account, based responses written 
inquiries the four leading producing states 
(Texas, California, Louisiana, and Oklahoma), 
accounting for over percent U.S. output, 
intended suggestive only. 

All four states typically require competitive 
bidding for leases permitting either explora- 


(38) Oil and Gas Operating Regulations Code Fede- 
ral Regulations, Title 30, Chap. II, Pt. 221. 

(39) Par. 221.10. 

(40) Stat. 462, Aug. 1953; see also Code Federal 
Regulations, Title 43, Chap. Pt. 
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tion production crude oil and natural 
gas (41). Bidding usually the offer 
cash bonuses, which case the typical royalty 
the value crude oil produced. 
Sometimes, instead, bonuses and rentals are 
predetermined, and bidding the royalties. 
The terms the leases vary three years 
inland Louisiana, five years the Lousiana 
submerged lands, five years Texas, twenty 
years California with varying possibilities 
extension exploratory drilling continues 
good faith. all cases, Federal lands, 
the leases continue long oil gas are 
produced paying quantities The States 
did not inform the writer any limitations 
the total acreage the State any one per- 
son company might lease. 

Most states require diligent prosecution 
exploration production leased lands 
Texas the drilling many wells the 
facts justify California leases may carry very 
specific requirements about the maximum time 
that may elapse between the abandonment 
one well and the commencement another, 
and the depth which wells shall drilled. 
contrast with conservation legislation, the 
stipulations here seek assure sufficient ex- 
ploration and production: 
prescribe minimum numbers wells 
drilled, and require production continuously 
M.E.R. the same time, the States gene- 
rally impose the same sort conservation con- 
trols public they private land (42). 

Unfortunately there literature analy- 
zing and evaluating the application the 
above-described statutes, and the writer lacks 
sufficient first-hand experience so. 
any event, find ourselves perhaps 
area which economic logic cannot supply 
decisive guidance for public policy. The pro- 
blem clearly posed state-owned land 
though exists also privately-owned land, 
and formulating tax legislation governing 


(41) Louisiana law permits the State Mineral Board ex- 
plore and develope state lands its own account, chooses, 
grant exploratory permits others without competitive 
bidding. California regulations specifically prohibit the issuance 
prospecting permits: exploration public lands permis- 
sible only upon successful competitive bidding for lease. 

(42) California goes even farther, reserving the right 
limit output its lessees M.E.R., something does not 
private lands. Sce note (10), supra. 


depreciation and depletion well one 
providing adequate incentives produce 
desired rate development natural 
resource, the one hand, while preventing 
spoliation the social patrimony for the ex- 
clusive benefit the few. clear that the 
regulations just outlined attempt strike some 
sort balance between these two conflicting 
considerations, with their opening public 
lands private production, yet adding acre- 
age limitations, and requirements competi- 
tive bidding, conservation practices, and dili- 
gent working. Economics alone cannot deter- 
mine the amount and kind incentives re- 
quired, the one hand, the desired rate 
uncovering and using natural resources, 
the other; and hence limited useful- 
ness determining the appropriate terms and 
conditions regulation. 

The 1954 amendment the Federal law, 
relaxing some the restrictions private 
enterprise, illustrates the kind problem in- 
volved. The bill’s supporters argued that the 
increasing costs exploration the United 
States, with the average depth wells increas- 
ing yearly, required such liberalization: pri- 
vate capital could not expected take 
yearly larger risks without the possibility 
exploiting more than the 15,360 acres public 
domain theretofore permissible each state 
(43). voice was raised Congress 
opposition this contention the 
bill itself. The even greater relaxation the 
case Alaska undoubtedly reflected the feel- 
ing that both the risks that far more distant 
and less well prospected region, and perhaps 
the desirability attracting private capital 
its economic development 
ately greater. Yet the time the bill was 
passed, offer greater incentives for explora- 
tion the public lands, some 1,800,000 b/d, 
over percent the nation’s total M.E.R. 
capacity was already shut keep produc- 
tion from exceeding reasonable market de- 
mand and oil producers were putting heavy 
pressure Congress (and, perhaps more effec- 
tively, the importing companies themselves) 
curtail imports. the other hand, must 
remembered that natural resources are not 


(43) Congressional Record, July 1954, 9598. 
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really economic resources until they are found. 
may entirely consistent with the national 
interest pay high price elicit explora- 
tion today while yet holding some the pro- 
ductive capacity thus discovered reserve for 
tomorrow. 


IV. Lessons the American Experience. 


The years since World War have wit- 
nessed ever-increasing interest the possi- 
bilities finding crude oil Italy. Several 
successful wells have already been drilled, and 
numerous companies have made application 
for permission join the search. Can the 
Italian government draw any lessons from the 
American reguratory experience? 

The basic difference between the control- 
ling legal institutions the two countries 
clearly renders any attempt highly 
precarious. Italy faced with the question 
granting exploratory and production con- 
cessions its subsoil, subject limitations 
designed protect the public interest therein, 
while assuring rapid, efficient development. 
The major question facing how severe 
these limitations may safely stated alter- 
natively, how limited concessions can offer 
private enterprise and still get its oil found 
and produced acceptable rate. the 
United States, instead, 
were offered the rule capture, and for 
years minimum safeguards imposed. The 
result was extraordinarily rapid industrial 
growth, but the wastes were stupendous. 

Even confine our attention that 
portion the American industry which 
the legal situation basically similar the 
government lands comparisons danger- 
ous. For there was already existence 
the United States thriving industry before 
the basic code 1920 was written. The pre- 
existence private lands going indus- 
try with all this implies the way 
skilled labor, availability venture capital, 
huge market, accumulation geophysical 
information built over years wild- 
catting, pool administrative-technical ta- 
lent which draw for staffing regulatory 
government agencies would have justified 


statutory provisions that would entirely 
inappropriate different economic environ- 
ment. have already noted, for example, 
that the different situations Alaska and 
continental United States appear explain 
the variations the law applied each. 

terms geographic propinquity po- 
tential supplies sources capital and mar- 
kets, Italy apparently not poorly situated 
Alaska. But terms the preconditions 
listed above, neither well endowed 
the continental United States. the other 
hand, Italy has the probable advantage over 
the United States that its surface has, 
speak, hardly been scratched. probably need 
Not anticipate the need the immediate future 
for 15,000 20,000 foot wells, costing hun- 
dreds millions lire each, such are 
being drilled the United States. 

Because these important differences be- 
tween the two countries, would probably 
most useful confine ourselves certain 
general observations and suggestions based 
American experience, leaving the reader 
decide what extent the conclusions are 
applicable the Italian situation. 


(1) American oil history demon- 
strate the effectiveness the lure immense 
riches getting oil discovered. With all its 
insufferable waste, the anarchic system cap- 
ture, the American environment, developed 
the world’s greatest oil industry. Continuous 
new discoveries have kept the ratio reserves 
ever-increasing annual consumption ex- 
tremely steady, thirty five years after immi- 
nent exhaustion the nation’s oil resources 
was widely predicted. country would 
well advised, would appear, offer adequate 
incentives the private wild-catter. 


(2) Competitive withdrawals 
dual pools makes for intolerable waste, and 
must not permitted. But the spur com- 
petitive exploration, with substantial rewards 
going the successful discoverer, would seem 
still excellent way getting oil found. 


(3) One possible way determining 
objective fashion what price society has pay 
for assiduous private exploration or, con- 
versely, how much what they find wild- 
catters may willing return society 
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while still being willing search would 
issue exploration and production leases 
competitive bidding. will noted that 
this the frequent procedure 
owned lands the United States. Such 
system presupposes the existence sufficient 
number bidders make the competition 
effective. 


(4) the same time, competitive 
may result too much small country’s 
oil resources falling into the hands few 
powerful international oil companies, who can 
offer the highest bonuses and have the great- 
est incentive retain control their own 
hands. Thus the attempt secure the highest 
possible money return from leases may defeat 
the public interest competitive development 
its oil. This danger suggests the desirability 
limiting the acreage any one company may 
control with higher limit for exploration 
than for production known fields and 
assiduous efforts prevent evasion these 
limitations the proliferation jure in- 
dependent but facto subsidiary lease-hold- 
ing companies. suggests also that permits 
for exploration should made available 
relatively easy terms, attract numerous, 
independent wild-catters. 


(5) When the government owns the sub- 
soil rights, ideal position insist 
intelligent well-spacing and unit operation. 
There then emerges the opposite threat: that 
concessionaires may not develope and produce 
from known reserves with sufficient rapidity, 
for monopolistic reasons. How can this dan- 
ger minimized? 


(a) The maximum efficient recovery rate 
might designated the minimum rate 
withdrawal instead; California leases, will 
recalled, require production M.E.R. 
state-owned lands. This provision might 
not assure sufficient development, however. 
doubtful, for example, that the rate pro- 
duction Middle Eastern oil fields below 
the M.E.R. Supply held down what the 
major integrated companies believe markets 
will absorb without price weakness con- 
trolling the drilling programs areas where 
oil known exist, accordance with the 
estimates requirements provided the 


owners the cooperative concessionaire com- 
panies. 

(b) might possible prescribe mi- 
nimum programs development, such 
various American state laws do, assure assi- 
duous prosecution leases. Enforcement 
such rules might require the exercise sub- 
stantial administrative discretion, which pre- 
supposes the presence efficient bureau- 
cracy. 


(c) Another spur development would 
rule limiting the duration exploratory 
permits where production forthcoming, 
done U.S. federal government leases. 
Thus the prospector would have incentive 
search diligently. Once oil was found and 


produced, could required produce 


(d) Competition would the most effec- 
tive spur economically optimum develop- 
ment not competition withdrawal from 
each pool, which would the intolerable rule 
capture, but competition between unitized 
fields for the maximum share the Italian 
market. The refiners Italy could easily 
required give preference Italian-produced 
crude oil, where practical, thus assuring 
adequate market the most aggressive pro- 
ducers. Here again return the efficacy 
offering maximum opportunities the in- 
dependent wildcatter-producer. 

competition with private enterprise that 
public corporation like E.N.I. might make its 
most positive contribution. the same token, 
would seem safest have such corpora- 
tion itself subject the spur rivalry: too 
might reluctant take unusual risks with 
taxpayers’ money seeking for oil, 


spoil the market. 


(6) The foregoing emphasis the desira- 
bility offering adequate incentives inde- 
pendent exploration, and competitive pressure 
assure maximum efficient production may 
seem run counter the public interest 
conservation and avoiding the earning 
high profits, especially foreign companies, 
from exploitation the public’s resources. 
these considerations there are two answers. 
First, competitive bidding and development 
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would help hold profits check. Second, 
neither conservation nor the public interest 
(so far, least, the economist can define 
them) consist simple failure discover and 
use natural resources. Waiting involves real 
economic cost, and therefore risk capital 
worth paying for, because £1,000 prudently in- 
vested today worth more than £1,000 hidden 
somewhere underground and discovered year 
from today. Conversely, barrel oil disco- 
vered and produced tomorrow worth less 
the Italian economy than barrel extracted 
today, and the difference worth paying for 
Italian capitalists, they are available, 
foreign capitalists, the extent they can 
speed the process provided, course, the 
price paid not excessive. 


Ultimately course the basis for these 
decisions economic policy must political 


rather than purely economic. The value which 
development, the price willing pay 
therefor permitting small groups profit 
contributing it, are not economic but 
political data. economist can not such 
appraise the possibilities loss political 
independence, menace democratic insti- 
tutions posed the creation fortunes from 
oil exploration; nor can appraise the danger 
that governmental bureaucracy may in- 
capable regulating the granting conces- 
sions the public interest. Here again 
may only point out that delay, too, econo- 
mically costly, and probably politically costly 
well; and that competitive, decentralized 
economy probably best adapted minimize 
the political well the economic dangers. 
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Fixed Parities and 


Stripped technicalities and 
run considerations the controversy over ex- 
change rates: fixed flexible, essentially 
aspect the broader controversy over 
international economic integration 
basis the price mechanism and common 
standard value) opposed economic 
nationalism. The latter takes the form, 
the area monetary relations, concern 
over country’s monetary independence 
Flexible floating exchange rates have, 
the opinion their advocates, the great virtue 
adopt internal monetary, financial and, 
indeed, economic policy without concern for 


equilibrium. 


sor Friedrich Lutz wrote the December 
1954 issue the Banca Nazionale del La- 
voro Quarterly The main ad- 
vantage that can claimed for policy 
flexible exchange rates that allows 
country both avoid quantitative import 
controls and follow... «independent 
monetary policy, policy that unaf- 
fected deficits surpluses its balance 
payments 

Several years ago, writing the same 
vein, Professor Alvin Hansen Harvard 
University spoke Revolution monetary 
thinking (1): the interwar decades new 
standard monetary policy increasingly won 
its way emancipation from the adjustment 
process dictated the gold standard; freedom 
pursue program internal stability and 
full employment without regard the balance 
payments». have underlined the last 


(*) Substance lecture delivered May 16, 1955 
the Institute Economics and Finance the University 
Rome. 

(1) Hansen, Monetary Theory and Fiscal Policy, 
New York, 1949, page 201 and following. 


International Order 


words the quotation; they express, does 
the earlier quotation from Professor Lutz, one 
the widespread and yet very fallacious 
aspirations certain governments (their 
number has happily shown substantial de- 
cline late) and altogether too many 
learned economists, aspiration one 
pleases without suffering any adverse con- 
sequences. very human aspiration indeed 
but also one that has been proved time 
and again unattainable and one 
which rather unwise persevere. 

Hansen speaks the emancipation 
from the adjustment process dictated the 
gold standard Lutz expresses the opinion 
that the orthodox gold standard policy 
dealing with deficit the balance pay- 
ments the present time outside the realm 
practical possibilities rather pre- 
subject itself the discipline which the gold 
standard imposes» (2). These lines were 
published December 1954 two months 
later the British Treasury and the Bank 
England were adopting set measures 
deal with balance-of-payments deficit judged 
excessive, which could not have different 
were the United Kingdom still the gold 
standard. One must never regard impos- 
sible undesirable what one judges, subject- 
ever since 1949 thereabouts, one govern- 
ment Western Europe after another turned 
away from what Hansen called revolution 
monetary Internal monetary 
stability came regarded once again 
major objective national policy and that 
means that balance-of-payments difficulties are 
longer viewed with the complacency 
which prevailed the immediate postwar 


(2) Banca Nazionale del Lavoro Quarterly Review 
December 1954, 178. 
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years. important landmark this evolu- 
tion provided the report: The Internal 
Financial Situation, prepared the summer 
1952 for the OEEC Group in- 
dependent including Bresciani- 
Turroni (Italy), E.R. Lindahl (Sweden), A.W. 
Marget (U.S.A.), Masoin (Belgium), L.C. 
Robbins (U.K.), Rueff (France), and 
Schneider (Germany). 


«It obvious» wrote these distinguished 
experts «that any country can get into serious 
external difficulties policy excessive financial 
expansion. upward movement national expen- 
diture, outstripping any increase national output 
and exceeding upward movements which are taking 
place elsewhere, bound lead trouble. 
fixed rate exchange, must lead disequili- 
brium the balance payments, both through 
encouragement imports and through its discoura- 
gement exports. This the classic case dise- 
quilibrium caused inflation 


Nor this all. 


«In world which there continual change 
the markets which country earns its external 
income and makes its external expenditure the 
experts invited OEEC went say there 
further possibility trouble, whose neglect 
the past has sometimes led very inadequate con- 
ceptions policy. If-internal finance fails take 
account changes the conditions trade which 
are more than transitory, there also the likelihood 
external unbalance. Suppose that, for some reason 
other, important sources external earnings are 
restricted. If, such circumstances, there are not 
appropriate adjustments internal finance, the effect 
the balance payments may similar that 
produced internal inflation. The initiating causes 
disturbance are different: the one case positive 
financial imprudence, the other pure external 
misfortune. Yet, there response the 
misfortune and unbalance persists, the final result 
the same: disequilibrium ingendered the 
balance payments (3). 


The reader will note how far removed 
are, the passages quoted, from the natio- 
nalistic demands for monetary independ- 
ence The independent experts brought 
together the OEEC recognised and this 
why their report must regarded 
significant landmark along the arduous road 
integrated international economy the 


(3) O.E.E.C., The Internal Financial Situation, Paris, 1952, 


dual requirement for national policy: avoid 
getting out step with the outside world 
through overindulgence domestic inflation; 
and make necessary domestic adjustments 
external changes. These are, nutshell, 
the basic ingredients worldminded nation- 
economic policy. 


But what exchange rates? 
where internal inflation has gone very far, 
changes external conditions have been 
great scope, our experts expressly refrain from 
recommending internal financial measures 
(that) would involve severe positive contrac- 
tion money incomes employment 
instead, they should hold that fundamental 
disequilibrium had developed the sense 
the Statutes the International Monetary 
Fund and that some alteration exchange 
rates was appropriate With this view find 
myself full agreement, albeit with one 
two elaborations which will submitted 
below. Flexible floating rates have 
not attracted the attention this group 
economists. Instead, they caution against 
unnecessarily sensational conception policy 
when country faced with disequilibrium 
its international position. 


Not all external disequilibrium 
they emphasise are fundamental, especially 
they are corrected sufficiently early stage; and 
think that there often occur cases where measures 
internal finance can effective restoring equi- 
librium without resort either alteration rates 
exchange severe internal contraction 


have italicised the last lines this im- 
portant quotation for they express essential 
element the fixed school 
thought. What animates most the advocates 
flexible exchanges such Lutz, Meade, 
Haberler (4), the fear strong deflationary 


Lavoro Quarterly Review December, 1954; 
brochure Currency Convertibility, American Enterprise Asso- 
ciation New York, 1954, and his article Some Aspects 
Convertibility Economia Internazionale vol. VIII, No. 
Genoa, 1955; book Problems Economic Union, 
London, 1953, Chapter II, and his article Bretton Woods, 
GATT, and the Balance Payments Second Round?, 
the Three Banks Review London, December, 1952. 
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pressures countries which, faced with 
adverse balance-of-payments situation, want 
maintain fixed parities. There widespread 
misapprehension concerning the alleged defla- 
tionary character the gold standard 
was known prior 1914. These allegations 
have never, far, been backed any 
careful survey historic evidence. have 
shown elsewhere (5), the experience the 
inter-war years, 1919-39, far from conclu- 
sive. What true, that academic circles 
there developed, during these two decades, 
revolt against the discipline the gold stan- 
dard (as indicated Alvin Hansen the 
passage quoted above from one his more 
recent books). This revolt had many fore- 
runners; its most eloquent and most influen- 
tial expression will found Tract 
Monetary Reform, published 
John Maynard Keynes. Since then, abund- 
ant literature grew both sides the de- 
bate. After the end the second World War, 
monetary nationalists seemed solidly entrench- 
ed. But events overtook them even while 
they were proclaiming victory. Inflations had 
checked and wherever they were 
brought under control monetary orthodoxy 
came back with beneficial effects for the na- 
tional economies concerned. 

Belgium, Italy, Western Germany, the 
Netherlands, Austria, Portugal... such the 
lengthening roster countries which checked 
domestic inflations recent years, contracted 
credit, got their external position into balance 
close it, countries which adopted, free 
will and without commitment anyone, the 
timetested rules orthodox monetary and 
financial policy, and experienced economic 
expansion, not contraction, result the 
courage and determination their monetary 
authorities. 

The independent experts brought to- 
gether the OEEC, attached, 1952, great 
importance the part their statement 


(5) See book, International Monetary Economics, Lon- 
don 1939; also chapter entitled Fixed Parities and Fluctuat- 
ing Exchanges Objectives Monetary Policy, the volume 
York, 1940. See further Chapter III more recent book, 
The Trade Nations, New York, 1952. 


which italicised above. Their text goes 
follows: 


just this possibility which think has tended 
escape notice recent The require- 
ments international equilibrium relate relative 
rather than absolute movements money incomes. 
expanding world system, small changes for the 
worse the external conditions one area can often 
checked, not positive contraction but rather 
slowing down temporary stopping the local 
rate advance. ignore this possibility apt 
lead unnecessarily sensational conception the 
requirements policy the neglect very prac- 
tical and easily accessible methods. 


Three years later, Messrs. Bresciani-Tur- 
roni, Robbins, Rueff al. might still have 
formulated the same observations. Great pro- 
gress has been achieved recent years 
the field practical policy: Western Europe 
rediscovered money (6), the bank rate 
came back into its own leading instrument 
monetary policy but the discussion, 
distinct from action, still lags quite way 
behind. other words, although monetary 
nationalism declining the realm prac- 
tical policy, far, least, Western Europe 
concerned, its academic defenders are 
was noted above full zest, and are 
numerous officials the very countries which 
have re-adopted international criteria for their 
national monetary policy. Before attempting 
explain what looks first glance like 
paradoxical situation, several observations must 
made order make quite clear the 
present writer’s own position this complex 
and many-cornered controversy. 


The first set observations relates the 
very concepts fixed parities and fluctuating 
(or flexible floating) exchange rates. How 
fixed are the former, how flexible 
the latter? 

this, answer simple. Parities, 
the international economy endowed 
with something approaching common mea- 
sure values, must entirely fixed but, 


(6) Western Europe Rediscovers Money, 
Fortune New York, September 1952. 
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changing world, they cannot immov- 
able. Situations may arise and the scholars 
referred several times the course the 
preceding pages have noted the fact the 
OEEC report 1952 when change 
parity the lesser evil. The Bretton Woods 
system provided for that possibility Article 
the IMF Charter, albeit (and that 
one its serious weaknesses, about which 
word will said later) without outlining 
proper method establishing new and 
better parity (7). 

flexibility its advocates fall into 
two groups. The most academic and most 
extreme among them don’t want any parities 
whatever between currencies but would depend 
free foreign exchange markets establish 
every day the rate which corresponds the 
eachtime relation between national price levels 
etc. Mostly, they would allow exchange equa- 
lisation stabilisation funds used 
Central Banks Treasuries counter spe- 
culation and neutralize accidental causes 
fluctuations. They fail, generally speaking, 
admit the unsettling effects speculation, 
and they place what should regard quite 
excessive reliance upon the stabilising effect 
forward transactions. regards the ques- 
tion speculation, space here too short 
full justice the arguments advanced 
either side the debate. May pay 
tribute, however, the excellent discussion 
Sir Donald MacDougall the West- 
minster Bank Review for August, 1954. 
refutes, anticipation, Professor Lutz’s thesis 
December 1954 (8) minimizing the role 
speculation, and fails convincingly re- 
futed (as far concerned, least) 
Professor Gottfried Haberler still more 
recent article 

The real trouble with the advocates 
indefinitely flexible exchange rates that they 
fail take into sufficient consideration the 


(7) that and connected issues, see Professor 
article, The International Economic Problem, 
Bank Review London, January 1953, and his book, The 
Economist the 20th Century, London, 1954, especially 
Chapter 

(8) His article, already quoted from Banca Nazionale del 
Lavoro Quarterly Review 

Economia Internazionale vol. VIII, No. Ge- 


causes balance payments disequilibrium. 
Now these, unlike Pallas Athene from Zeus’ 
head, never spring armed» from 
particular economic situation. They have 
their causes, the most basic which: in- 
ternal inflations major changes world 
markets, have been duly stressed the quoted 
passages the 1952 report Internal 
Financial Stability Fundamental disequi- 
libria they are called (but not defined) 
the Bretton Woods Agreements, can and 
happen. Often, however, they can 
avoided: and when incipient inflation 
brought under control; and when adjust- 
ments external change are effectively and 
early made. Now nothing encourages the 
early adoption internal correctives more 
than outflow reserves under conditions 
fixed parities, always provided, course, 
that the country’s monetary authorities are 
internationally minded and their best 
keep external equilibrium all internal 
means their disposal, short quantitative 
controls over trade and payments and ex- 
cessive domestic contraction. 

into two groups. The second would satis- 
fied with widening the range admissible 
oscillations around parity (which present, 
for members the International Monetary 
Fund, set one percent and down the 
parity). This widening the new gold 
points mostly advocated central bank- 
ing circles certain countries and their ex- 
perts, rather than the academic economists. 

There much internecine fight between 
the adherents the two types flexibility 
must admitted that the last-named type 
may well lose the concrete advantages ex- 
change stability without acquiring the abstract 
ones complete exchange freedom. com- 
mends itself the attention the practition- 
ers the art only certain conditions are sa- 
tisfied 


corrective internal measures must 
adopted soon the lower limit the 
former narrower range has been crossed (in 
substitution for the loss reserves that would 
have taken place under the more rigid condi- 
tions envisaged the I.M.F. Charter); 
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the level gold and dollar reserves 
must initially low justify the limit- 
substitution exchange depreciation for 
loss reserves. Even so, there can little 
doubt that this case speculation will tend 
aggravate the disequilibrium. Contrary 
widely held views, wrote recently Professor 
Roy Harrod Oxford, likely that, 
the occasion adverse turn the balances 
payments, would cost more gold sup- 
port sterling within wide margins than within 
margins. the latter case assist- 


ance could rendered high Bank 


the former not (10). 


There one set circumstances where 
floating rate not merely acceptable but, 
indeed, necessary. when currency got 
out line with other currencies, due major 
internal inflation, external world market 
circumstances (including severe depression 
one the major economic centers the 
world), war, and new parity for 
must found. the twenties there were 
theories, most prominently the so-called pur- 
chasing power parities theory, which allow- 
new parity. These theories are now discre- 
dited (11) and the need for empirical 
determination new parities generally 
recognised. The following 
sage might quoted from Professor Robbins’ 
latest book, The Economist the Twentieth 
Century (London, 1954): 


Once internal finances have been stabilized, the 
next step the correction overvalued exchange 
rates. This prescription wears air simplicity 
which does scant justice the difficulty and the 
delicacy the operations here involved. ... The exact 


(10) The Financial Times London, July 19, 1955. The 
paper adds, editorially, the following comment: general, 
seems that much the argument favour floating 
rate based the pursuit number incompatible 
objectives The Economist though its editors favor for 
reasons about which word will said later, floating 
pound admits, the leading article the July 23, 1955 
issue, that: imagination all required realise the 
disadvantages fluctuating rates... (page 287). 

Cf. International Monetary Econom- 
ics, London, 1939, Chapter VII. 


technique such operations doubtless matter 
which will vary with circumstances. can see 
strong arguments this context for some temporary 
resort floating rate order test the market. 
can imagine that such resort were accompanied 
some assurance the outside world the limits 
within which such fluctuation would allowed, this 
might taken evidence that what was being done 
was genuine attempt equilibration rather than 
arbitrary upset the exchange markets. should 
like see the statutes the International Monetary 
Fund modified, least clarified make such 
procedure definitely But far from 
arguing that this the only method adopted; 
easy conceive cases where immediate adjust- 
ment otherwise fixed rate preferable, any 
failure hit the mark the first time being corrected 
another operation (pages 150-51, italics added). 


have myself advocated recent years 
the technique temporary flexibility for 
France (12); should most reluctant, how- 
ever, accept for the pound sterling. 


This takes the final group con- 
siderations wish dwell upon the present 
article. few academic brethren ex- 
cepted, nobody really wants international mo- 
netary instability. This has been demonstrated 
time and again, the past twenty-five years, 
the frequency with which exchange control 
has been used staight-jacket unstable 
foreign-exchange rate. More positively, from 
the international point view, has been 
demonstrated the Tripartite Agreement 
which, the late thirties, introduced mo- 
dicum stability into disrupted interna- 
tional economy. Professor Robbins calls this 
«craving for fixity (13) and concludes 
from the experiences which have just 
alluded (and which seem have impressed 
him quite much they have impressed 
the writer the present lines): 


The idea world which the exchange rates 
every sovereign state are perpetually free fluc- 
tuate terms the exchange rates every other, 
purely fanciful. perfectly realistic conceive 
floating rates between large the sterling area 
and the dollar area, for instance. not realistic 


(12) Fortune New York, February 1954. 
(13) op. cit., page 
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think floating rates all round. But so, 
suspect, that have not succeeded banishing from 
the world the necessity for maintaining equilibrium 
fixed rates somewhere. ... left asking whether, 
policy has directed maintaining fixed rates 
some directions, may not the end thought 
expedient still direct maintaining fixed rates 
all round. 


ask the question, far least 
mative. 

the entire controversy over fixed parities 
flexible rates has bounced again, with 
such vigor, recent years, the interwar dis- 
cussions and experiences notwithstanding, 
clearly because the debate over sterling 
ing» are impressed either the relatively 
low level the Sterling Area’s gold and 
dollar reserves the precarious balance 
the United Kingdom’s external accounts 
and the extent its domestic price inflation 
contrasted with that prevailing elsewhere (14). 

The proper answer given these 
two, highly legitimate, considerations, would 
appear the following: 


(14) The latter concern voiced and documented the 
article: Fixed Floating, appearing the July 23, 1955 issue 


fixed rates exchange (and not limited, 
currently proposed, non-residents 
alone), until such day the problem in- 
ternational liquidity will have 
(15), than settle for solution known 


rate before setting the financial and mone- 
tary house order: adopted under such 
conditions may readily become ami- 
able euphemism (to use Charles Rist’s ex- 
pression) for progressive devaluation the 
pound relation the dollar. Nor can one 
reasonably doubt that stern and unpopular 
measures monetary discipline, such were 
applied the British authorities during the 
current year, will prove even less acceptable, 
should the easier course downward flexi- 
bility become readily available. The fate 
not only the pound sterling world cur- 
rency, but international economic order 
itself are stake these lines are being 
written. 
HEILPERIN 


(15) See article: internazionale 
monetaria (1928 1955), Rivista Politica Economica 
June 1955. 


Competition among Banks France 


and the Fixing their Rates 


The fixing banking conditions 1925. 


Under competitive system the banks, 
order increase their deposits, tend allow 
their customers high rates interest and 
consequently operate under not very remune- 
rative conditions. Moreover, the leading banks 
which, for reasons prestige, are the last 
raise the rates paid deposits, run the risk 
seeing their customers take their accounts 
elsewhere (1). 


(1) Under competitive system the rate applied will depend 
three factors: the official discount rate, the standing the 
bank and the cash position. 


(a) accepted fact that one the which 
determine the structure bank interest rates the discount 
rate the Central Bank. This indeed well recognised 
that the discount rate charged the banks their customers 
not fixed, but based that the Bank France. Thus, 
bank will write inform its customer that will discount 
his bills the Bank France discount rate plus (or, 
use the usual abbreviation: Debit interest 
rate based the rate charged the Bank France for 
advances. One talks, for example, the charge for over- 
draft being T.A.B.+1%). the same way, before 1925, 
when there was ceiling for the rate interest deposits, 
was fixed reference the official rates. might be, for 
instance, —3%. 

When, the period between 1920 and 1925, certain bank- 
ers were considering the question maximum rate for de- 
posits, they expressed the opinion that they could not above 
the discount rate the Central Bank because they said, 
you offer higher rate interest you are showing the 
customer that you have more bills discount the Bank 
France; for you had, you would present them there 
explained that that period discounting was not rationed 
except for small number banks those the lowest 
standing the banking system. 


(b) high standing prevents bank from offering 
high rate interest, for did the customers would 
become suspicious and the bank’s credit would suffer accord- 
ingly. the rate were too high, this would create the impres- 
sion that the bank needed funds any price and that its 
position was not healthy; or, the other hand, that was 
able employ its funds high rates, which general means 
fairly considerable risk. 


(c) The third factor related the cash position. 
may that the bank desires strengthen its cash position, 


France the year 1925 was marked 
period great monetary scarcity. The of- 
ficial discount rate was lowered from 
6%. The banks offered depositors higher 
and higher rates interest, which eventually 
reached 6%. order stop this rise, 
the Union Syndicale des Banquiers» (2), 
which was under the influence the large 
credit institutions and the chief 
decided October 1925 fix 
credit interest rates and introduce certain 
charges the form commission. 

regards credit interest rates, the banks 
were divided into three categories: those 
the first category could not allow more than 
interest, those the second not more 
than and those the third not more 
than Subsequently these maxima were 
revised according the state the money 
market and the Union authorised the sociétés 
anonymes which had office Paris only, 
and came within the third category, allow 
1/4% more their depositors, but only 
amounts excess 200,000 francs. 


because handicapped having tied too much 
its funds the past, because not sufficiently 
strong position undertake the operations which has now 
view. 1921 regional bank whose credit standing was 
beyond question lost double the amount its capital unfor- 
tunate operations. This bank had large secret reserves, but 
these would not have enabled survive had not been 
able maintain its credit intact. The public were unaware 
these losses. The bank increased its deposits offering 
rate interest very slightly above that allowed its fellow- 
banks, was thus able develop its activities and, within 
few years, during which maintained its dividend unchanged, 
and built its reserves again, had wiped out all its previous 
losses. From then onwards showed itself much less generous 
the matter credit interest rates. 

(2) Founded 1871 under the title Conférence des 
dissolved October 1941 under the banking law 13th 
June 1941 and was replaced the Association Professionnelle 
des Banques 
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These conditions applied accounts 
notice one month. Above this period 
the banks were free fix the rates their 
discretion (3). 

This control was established with view 
putting stop competition from the me- 
dium-sized and small banks which, reason 
the high rates they offered, were thorn 
the flesh the large credit institutions. 
There was compulsion, however, banks 
adhere the Union Syndicale des Ban- 
which was private institution; and, 
fact, certain regional banks did not so. 
However, order that the measures pro- 
posed should applied all banks, the com- 
mittee the Union decided that institutions 
which remained outside should charged 
customer rates and not inter-bank rates 
respect inter-bank transactions. This deci- 
sion rendered banking business impossible for 
the institutions outside the Union and they 
were thus obliged adhere it. 

Apart from the above-mentioned condi- 
tions, commission was introduced 
the turnover current accounts (exclud- 
ing cheque accounts and deposit accounts), 
and small commission bills exchange 
for amounts not exceeding 1,000 francs. The 
agreement October 1925 fixed minimum 
charges for acceptances for one month, 
for two months, for three 
months) and laid down that the rate 
interest overdraft and advances could not 
less than the rate for Bank France 
advances. 

banker failed observe these prescrip- 
tions, nothing more than moral sanction 
could imposed: the President. the 


(3) Competition affects time deposits more often than sight 
deposits. Banks prefer, fact, adjust the rates for time 
deposits rather than those for sight deposits, since the former 
represent more stable element than the latter and, therefore, 
can more justifiably allowed high rates. Before the out- 
break war 1939 large bank, soon was need 
funds, offered rates slightly higher than those allowed 
its competitors for fixed deposits. succeeded this way 
doubling the total these accounts within few months. 
Many leading banks, when their cash resources were abundant, 
offered ridiculously low rates for fixed deposits. the other 
hand, when they were short funds, their representatives 
showed great alacrity offering depositors more favourable 
rates. 


Union Syndicale would call him and 
tell him what thought about him! Theo- 
retically, the President might exclude him 
from the Union, but fact such step 
was ever taken. 


Banking competition under the system 
controlled credit interest rates. 


The rates allowed the banks their 
depositors could longer, therefore, vary 
except within circumscribed limits, which la- 
ter tended become even narrower. The 
plentiful flow money which the stabi- 
lisation the franc, 1927, led, caused the 
Union Syndicale des lower 
ing the category the bank. obvious 
from this that competition rates was almost 
dead, the more many banks simply 
allowed the maximum authorised rate all 
their customers. true that the agree- 
ment was often ill-observed, that some banks 
did not hesitate supplement the interest 
the form hand hand bonus, and that 
others offered accept deposits many 
days’ notice fixed for more than one month, 
giving the customers understand that 
case need the bank would release the sums 
required demand. all these breaches 
the agreement, was not question large 
amounts (4). 


Competition had thus transferred 
other fields: 


Material conditions and standard 
banking services. The banks have made 
great efforts raise the level efficiency 
their counter staffs, improve the general 


(4) the troubled period between October 1930 and Decem- 
ber period during which the public exhibited 
pronounced distrust banks some the banks did not 
hesitate endeavour acquire customers sowing doubts 
the minds the persons they visited the soundness 
the competing banks. 

The French public particularly sensitive rumour cam- 
paigns directed against banks. article, presse finan- 
Nos. and mentioned (p. 535) various cases which 
there had been considerable withdrawals deposits result 
tendentious and inaccurate rumours that had been circulated 
about the institutions question, 
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presentability the personnel and premises, 
speed operations and simplify the 
presentation the accounts. Relationships 
between the banks and their customers have 
become more human 


many cases, before opening account with 
bank, business customers wish have 
assurance that the event the situation 
arising which they need funds, the bank 
will prepared grant them discount 
overdraft facilities. The giving such 
assurance may well decide the customer 
open the account. 


Personal relationships. Other 
psychological factors also play part, parti- 
cularly those based personal business 
relationships. have said another 
article (5), the haute France 
still maintains its position well does, 
this because the owners the banks hold 
directorships business firms 
which, reason this connection, feel 
obliged least some part their bank- 
ing business with those banks. The higher 
officials outside representatives bank 
usually manage build personal clien- 
tele which follows them they transfer the 
service another bank. this connection, 
not infrequently happens that bank endea- 
vours lure away from another bank 
official who known have good business 
connections. 


Proximity the bank. the 
case strictly credit accounts, this 
factor which counts great deal. custo- 
mer who does not need borrow money will 
tend the bank which nearest his 
residence place business. for this 
reason that the large banks have been obliged 
open many sub-branches (6). 


1954, 

(6) The two following instances may cited illustrate 
this point: 

After the last war large credit institution which had been 
obliged close down sub-branch Paris transferred the 
accounts this sub-branch the nearest branch; sixty per 
cent the customers who had held credit accounts with the 


During the period with which are 
here concerned, that say from 1925 
1939, the money market experienced passing 
phases plentiful money. This temporary 
abundance, due fortuitous circumstances, 
has often disguised defect the French 
banking system, namely shortage deposits 
(and precisely this shortage which tends 
make competition between the banks 
relentless and dangerous). The volume 
bank money France was ridiculously small 
compared with that which existed other 
countries. Britain the note circulation was 
only one-sixteenth total bank deposits, 
whereas France the note circulation was 
double the amount such deposits. single 
British bank (the Midland Bank) had more 
deposits than all the French banks put 
together. France was country which 
the credit system had reached only low 
stage evolution, and which the resources 
the banks remained very low levels. 
This situation was beginning worry the 
boards the large banks and most the 
bank reports published 1939 reflected these 
apprehensions (7). 

The 1925 agreement did not deal solely 
with the question credit interest rates. 
also fixed minimum rates for acceptance com- 
mission and for interest overdrafts. These 
minimum rates way modified the struc- 
ture debit interest rates and forms bank- 
ing competition, for they had intentionally 
been fixed very low, rates which were only 
applied, exceptionally, the case very large 
business firms. 


sub-branch thereupon transferred their accounts other banks 
the immediate vicinity. 

commercial bank which provided its customers with dis- 
count and overdraft facilities lost three-quarters its clientele 
during the occupation. The reason was that, having further 
need for credit facilities, the customers had opened credit 
accounts with banks nearer their place business. When 
the representative called the deserters, they told him 
quite candidly that they had always been most satisfied with 
the services and that they would certainly return 
soon they were need money again. 

(7) Deposits with the French banks have increased 
very unsatisfactory extent. Valued terms gold they show- 
ed, the end 1938, reduction comparison with 
the period before the war (Crédit Lyonnais). 

The building deposits, which handicapped 
more ways than one, proceeding much too slowly, and 
this respect the French banking system far outdistanced 
that the Anglo-Saxon countries (Société Générale). 
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Public and semi-public credit institutions 
competition with the banks. 


Apart from inter-bank competition the 
banks were obliged defend themselves 
against the public and semi-public credit 
institutions, necessity about which they 
complained bitterly. Among the institutions 
which harassed them most this respect were 
the Crédit Populaire» and the Crédit 
Agricole which had the advantage go- 
vernment subsidies and tax exemptions. 
the money market the banks were against 
competition from the savings banks and the 
municipal credit institutions which, thanks 
the advantages accorded them the State, 
were able offer attractive interest rates. 
regards the savings banks, should re- 
marked that upper limits were imposed for 
deposits and that the withdrawal procedure 
was somewhat complicated. The Bank 
France granted advances against securities 
private customers and discounts trade and 
industrial firms the same rates those 
which rediscounted bills for the banks. 
The banks also complained competition 
from the Treasury Agents, the opening 
deposit accounts the généraux 
and, above all, the competition represented 
the postal cheque system. 

All these grievances, more less justified, 
perhaps often exaggerated, were set forth 
its report for the year 1936, and also the 
banks their yearly reports. These protesta- 
tions were inevitably vain, for the government 
was not disposed modify the institutional 
structure its credit organisations order 
make life for the banks and, even 
had been disposed, there were power- 
ful interests which would have intervened 
thwart it. 


IV. Law 13% June 1941 and banking 
conditions. 


The question had already arisen before the 
war providing legislative measures that 
automatic credit control which had been lack- 


ing since the abolition the gold standard 


throughout the world. After the armistice the 
tendency France was organise the 
various professions. Accordingly, the banking 
profession was organised the law 13th 
June 1941. This law the work bankers 
and professional economists had the merit 
being good piece work. Having been 
drafted the parties who were come 
under it, the law could not fail treat them 
benevolently. After the Liberation, the law 
13th June 1941 was amended that 
2nd December 1945. This new law had 
features which were the exact antithesis 
those the preceding law. was drafted 
people who were not specialists banking 
questions and who had certain bias against 
the banks bias which manifested itself 
the nationalisation the most important 
banks (8). The new law. thus contained 
number incongruities and obscurities and 
seriously restricted the banks’ freedom 
action. 

Banking conditions are, practice, work- 
out region region the Association 
Professionnelle des Banques which then sub- 
mits its recommendations the Conseil 
National Crédit for decision. This latter 
body, however, can also itself fix banking 
conditions after consultation with the Asso- 
ciation Professionnelle the Association 
not agreement, the proposed conditions 
must approved the Ministry Finance 
situation which has occurred several 
times the past few years. 

This method determining banking con- 
ditions differs from that instituted 1925 
the Union Syndicale des Banquiers the 
following 


The conditions are not fixed the 
organisation which represents the banking 
profession, but council composed men 


(8) The title this law is: Law relating the Nation- 
alisation the Bank France and the Large Banks and 
the Organisation The law 2nd December 
1945 abolished the Comité permanent d’Organisation profes- 
sionnelle and transferred its functions the Conseil Na- 
tional Crédit which exercises them through the medium 
the Bank France. Above the Association Profession- 
nelle des and the Conseil National Crédit 
there third organism, the Commission Contréle des 
which, quote Bloch Lainé, the public 
Treasury has delegated some its powers not itself 
direct contact with the banking profession 
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who can impose conditions which the bankers 
had rejected. 


The range the conditions has been 
widened. Tariffs have been fixed for all bank- 
ing operations. This was not the case before 
the war when, have seen, only certain 
operations were covered. The system has been 
greatly developed: thus, regards discount- 
ing, there are about dozen categories 
bills, with different rate for each cate- 
gory regards overdrafts and advances, 
the conditions vary according the nature 
the guarantee. should also mentioned 
that the charges applicable foreign trade 
operations are lower than those applied 
internal trade. 


Certain conditions have become uni- 
form and compulsory, some cases for the 
whole France, others for the region 
covered the particular agreement. This 
the case for the collection cheques and 
coupons; safe custody charges for securities; 
charges the turnover accounts; discount- 
ing acceptances the Crédit National 
and the Caisse des Marchés». The desire 
the banking authorities has been offer 
the public single tariff for all operations 
which not necessitate assessment cre- 
dit standing the customer; the other 
hand, when such assessment essential for 
determining the charge applicable 
ticular operation, there variable tariff 
with certain minimum charge. 


Claims made customers have been 
admitted cases where the conditions fixed 
the agreements have not been observed 
the banks, and has been expressly stated 
that customer must compensated for any 
damage suffered him such cases. 


Finally, which was not the case before 
the law 1941, penalties are provided for 
against banks which not observe the con- 
ditions laid down the agreements. prin- 
ciple, only the Commission 
has the power impose such penalties, among 
which are the following: warning; censure; 
prohibition certain operations, and the im- 


See this subject book: pratique Banque, 
1943, 51. 


position any other limitations the offen- 
der the exercise his profession; suspen- 
sion the responsible managerial officials, 
with without nomination provisional 
administrator; striking the offender off the 
list banks. The Commission Con- 
tréle decided, 19th January 1944, dele- 
gate its disciplinary powers regard the 
non-observance banking conditions the 
Association Professionnelle des Banques 
with the exception the power suspend 
responsible managerial officials and the power 
strike offenders off the list banks. 


Banking competition since 1945. Non- 
observance banking conditions. 


This new control over banking conditions 
exercised influence over the structure 
banking rates and reduced the banks’ compe- 
titive capacity. The spread credit account 
rates was completely closed. Also the rate 
interest payable time deposits for periods 
two years was fixed and the opening 
such accounts was strictly supervised 
the Association Professionnelle des Ban- 
ques which the banks were required 
send copy every letter opening account 
for fixed period. 

regards conditions applicable dis- 
counts and overdrafts, the fixing minimum 
rates caused little inconvenience the banks, 
first, because the standing most the 
business customers justified the application 
higher rates than the minima fixed the 
banking agreements, and, secondly, because 
the case the larger businesses, the credit 
was made available through syndicate 
consortium. The business firm’s main bank 
which, cases where the firm more 
less controlled bank, that particular 
bank acts the leader the syndicate 
consortium and discusses the credit conditions 
with the firm. Once the conditions have been 
fixed, the leading bank allocates the total 
credit among the various banks concerned. 
all these discussions the firm takes either 
part all, very little. difficult 
for change its bank, favour one 
particular bank without causing outcry all 
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round. Acquired rights and precedents 
are supreme this system. This does not 
mean that the system absolutely inflexible 
and does not admit exceptions: there are 
exceptions, but they are rare. adopting 
this system the banks have banished competi- 
tion and have shared big business among 
themselves the basis spheres influence. 
should added that this system does not 
apply general credit accounts, particular- 
fixed accounts, although obviously bank 
which has given business enterprise its 
sphere influence will take good care that 
the greater part that enterprise’s deposits 
are entrusted it. 

revert the question deposits, which 
crucial question, the banks, order 
attract funds previously held with other banks 
compete with the government and semi- 
government sector, were obliged rely 
the quality the service they could offer 
indeed they had already begun before 
the war. have referred paragraph 
their efforts this direction. They are per- 
severing with those efforts, each endeavouring 
provide its customers with better services 
than they could find elsewhere. Thus, 
the banks the sector whose 
business had fallen rather low ebb, made 
remarkable recovery solely improving the 
quality its services and, particular, 
not closing its counters during the lunch hour. 
few years later, October 1954, all banks 
followed its example this latter respect. 

well bear mind that, for 
tain minimum size, which present put 
125,000 francs. true that the account 
falls below this figure, profitable for the bank, 
can still useful the account-holder 
does other business with the bank, for 
example dealings securities the discount- 
ing bills. Nevertheless, many banks refuse 
accept deposits less than certain 
size (10). Certain banks only allow interest 
large accounts, while others (very few, 
true) charge debit interest the account 
falls below certain figure. 


(10) The question has often been discussed whether 
the nationalised banks have this right, but the discussions have 
far led precise conclusion. 


have already mentioned (paragraph 
that between the two wars the French bank- 
ing system was poor deposits (11). 
remained that condition despite all the 
efforts the Vichy government foster their 
formation. The measures taken were the fol- 
lowing: exemption from cheque stamp duty; 
abolition the obligation the banks 
notify the fiscal authorities the opening 
new deposit accounts and other credit accounts 
(this obligation was reimposed 1945); in- 
creased penalties for the issue invalid che- 
ques; compulsory domiciling drafts (abo- 
lished after the Liberation); obligation 
trades-people maintain bank account; 
obligation make all payments over cer- 
tain amount cheque. has admitted 
that all these measures have not produced 
the anticipated effects. recent inquiry show- 
that the French distrusted cheques and 
preferred paid cash; also that 
the population did not possess bank 
account. The result this inquiry shows the 
ignorance the general public, even includ- 
ing actual account-holders, the subject 
banking services. 

The graphs the following page give 
picture the movement bank deposits 
since 1948. The first graph for time deposits 
(comptes échéance), cheque accounts (com- 
ptes chéques), and current accounts (com- 
ptes courants créditeurs). 

The second relates bills rediscounted 
the banks (effets réescomptés) bills portfolio 
(portefeuille effets), bank deposits (dépéts) and 
the note circulation (circulation 

The decision the Bank France, 
September 1948, fix discount ceilings for 
all banks was severe blow for the large 
banks, whose discounts the Central Bank 
had not previously been subject any limi- 
tation, only the small and medium-sized banks 
having had ceiling their discounts. This 
unlimited possibility recourse the Bank 
France had fact enabled the large banks 
procure all the funds they needed when 


(11) British review gave 1950 list the largest 
banks the world, the order the amount their total 
assets, calculated sterling. Not single French bank figured 
this list, though Spanish bank was No. 22. 1926, 
similar list, French bank occupied the 26th place. 
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their deposits were insufficient. Subsequently 
the Bank France authorised the overstep- 
ping the discounting ceilings numerous 
cases and the Commission Contréle 
ceased insist that the banks should have 
the compulsory minimum public securities 
their portfolios (the plancher). Novem- 
ber 1951 the Governor the Bank France 


FRANCS 


decided that these relaxations must cease; 
had new and higher ceilings fixed, abolished 
all existing exceptions and ordered that then- 
ceforward the banks should maintain the pre- 
scribed plancher public securities their 
portfolios. 

This was another hard blow for the banks, 
which immediately began casting around for 
deposits, offering rates well above the author- 
ised maxima. (The payment the excess 
interest was effected indirect 


manner that the banks would still appear 


respecting the official banking condi- 
tions). controversy has arisen which 
were the banks which began flout the 
decision the Conseil National Crédit 
Some say that certain nationalised credit insti- 
tutions were the first offenders; others that 
the Rubicon was first crossed certain mem- 
bers the haute banque matters little, 


OF 


however, who was, for both cases the 
heads these banking houses were leading 
figures the Professionnelle 
des delegated the Commis- 
sion Contréle des see that 
the banks respected the banking conditions 
and repress infractions the penalties 
which have already mentioned. There were 
Contréle des did not call the 
Association Professionnelle des Banques 
impose any. was quite obvious that the 
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monetary authorities were closing their eyes 
all these shortcomings. They had long 
desired see bank deposits; 
and moreover they did not wish embarrass 
the banks which they had just muzzled 
suppressing the concessions they had previously 
granted the matter ceilings and plancher; 
the contrary, they provided other safety- 
valves semi-officially dropping 
lations regarding credit-account conditions. 

Certainly, many scrupulous minds would 
have preferred were necessary, order 
safeguard the equilibrium the banking 
system back completely competitive 
regime the quest for deposits that this 
change policy should have been official 
that say, that the Conseil National 
Crédit should have announced that the ma- 
ximum rates fixed for deposits had been 
withdrawn. That would have been the more 
correct and normal procedure, for tolerance 
the non-observance certain banking con- 
ditions encouraged the banks ignore other 
conditions, and indeed human nature being 
general: was also, way, tantamount 
casting discredit the monetary authori- 
ties. These authorities, fact, appreciated all 
the disadvantages such situation, but they 
considered that official return freedom 
rates would have even greater disadvanta- 
ges; doubtless they desired reserve them- 
selves the possibility easy return the 
control rates merely dropping the tole- 
rance they had shown when they considered 
the monetary situation necessitated it. 
evident that reintroduce limitation rates 
after having officially abolished would also 
have had its disadvantages. is, however, 
interesting note that the regard- 
ing credit interest rates had been fully obser- 
ved from 1925 1941, when they had been 
imposed the banks their own central 
organisation, whereas they were violated when 
they were prescribed law. 

evident that higher rates were allowed 
the case large deposits those run- 
ning into some tens millions). The rates 
paid were high: from for sight 
deposits the end 1954. rate 
was quite common, although the discount 


rate was disparity this size was 
anomaly which would have been unthink- 
able even during the dear-money years, when 
credit interest rates did not general exceed 
the official discount rate. time deposits 
the rates were still higher; know one 
instance which was paid for money 
months’ date. The main beneficiaries 
these high rates were naturally those who pos- 
sessed large monetary resources, that say, 
insurance companies and the shipping bus- 
iness. 

have known banks linked with industrial 
groups which order fight the high rates 
offered other credit institutions the insur- 
ance companies, employed original com- 
petitive procedure: they told the companies 
who did the insurance business the indu- 
strial groups question that, they desired 
keep these insurance contracts, they must 
themselves maintain considerable balance 
their accounts with those banks. The banks 
went even further and stipulated what the 
precise minimum balance should be. 

One question arises which the crux 
the whole situation. Has the freeing rates 
appreciably increased the volume bank 
deposits? Has polarized the large holders 
difficult answer, for the formation bank 
deposits conditioned certain rather com- 
plex principles, the most important which 
that expressed Hartley Withers’ famous 
maxim: Loans make deposits However 
this may be, here are the figures since 1951 
for current accounts, cheque accounts and 
fixed deposits for the whole the banks 
belonging the Association Professionnelle 
des Banques (12). 


(millions francs) 


1951 1952 1953 1954 
Current accounts 991,400 1,146,000 
Cheque accounts 426,500 506 618,000 
Fixed deposits 85,200 116,300 142,000 


(12) These figures include those the four large national- 
ized credit institutions, but not those the Bank France, 
the Banque Tunisie, the Crédit Foncier 
France, the Crédit National, the Banque Com- 
merce Extérieur, the banques populaires the banks the 
co-operative sector and agricultural credit institutions. 
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The movement these accounts, 
percentages, was follows: 


These figures are difficult explain. The 
fact that the average balance current 
accounts declined during the year 1952, where- 
the total volume credit placed the 
disposal the French economy increased 
shows that during this period there was 
leakage through which bank deposits flowed 
out, and that was perhaps order stop 
this leaking that the banks were obliged 
free their credit interest rates. Subsequently, 
current accounts resumed their upward move- 
ment, trend which has been proportionally 
more marked the case cheque accounts 
and fixed deposits. may and, indeed, 
almost certain that this rise fixed 
deposits was due competition among the 
banks the field interest rates, for that 
competition was particularly keen regards 
fixed deposits. for the marked rise 
cheque accounts which, according the 
cial definition, are accounts for private indi- 
viduals, this cannot attributed compe- 
tition the rates for, general, private 
individual not possess large bank balances 
and, have already said, this competition 
mainly concentrated the quest for large 
deposits. all these movements there- 
fore difficult determine what extent they 
can attributed the freeing rates. 

should here remarked that, since the 
rates were freed, the banks which normally 
used their discount facilities with the Bank 
France the hilt and were not able 
maintaining their prescribed plancher 
public securities, have had less recourse 
those facilities and have held 
securities than the regulation minimum. Here 
again, however, difficult determine 
whether this reversal the situation due 
the freeing the rates, the more 
the meantime, have already mentioned, 
the Bank France had revised its discount 
policy the banks laying down 
strict, but higher ceilings instead the pre- 


vious practice fixing lower limits, but 
allowing great number exceptions. 

was easy foresee, the toleration 
the monetary authorities the non-observ- 
ance the credit interest rates 
encouraged the banks not observe the other 
banking conditions, but this field the com- 
petition was less keen than the sector 
credit interest rates for the reasons men- 
tioned the beginning the present section 
this article. was, fact, difficult, the 
known, even verbally, that the official condi- 
tions would not observed and, far 
the holders small and medium-sized clients 
were concerned, the risk factor prevented the 
banks from going below the official minimum 

should, however, noted that certain 
banks continued apply the official banking 
conditions. This highly correct attitude was 
variously interpreted: some saw sign 
plentiful cash resources, others lack 
enterprise. 

the end 1954 the Governor the Bank 
France (13) considered that this situation 
had lasted long enough and that was time 
for return legality. called the 
representatives the four nationalized credit 
institutions and eight banks and asked 
them prepare new agreements agree- 
ments which, once discussed and adopted, 
must respected, otherwise would take 
drastic action (14). 


(13) The Governor the Bank France one and the 
same time President the Commission Contréle des Ban- 
and Vice-President the Conseil National Cré- 
Actually, performs the functions president this 
latter body also, for its president, the Minister Finance, 
Never present its meetings. The Governor thus, virtue 
his triple functions, the head both the control 
credit and the Contréle des Banques 

(14) similar situation developed Italy these post- 
war years. 

Italy too, debit (minimum) and credit (maximum) bank- 
ing interest rates are fixed the so-called banking cartel 

The first cartel agreement was signed 1919 the four 
leading Italian banks that time. Later, under the Banking 
Act the rates for the various transactions and the 
terms banking services came under the control the 
monetary authorities, which were empowered establish max- 
imum minimum rates. the fifties official limits 
were being generally disregarded, and, with the toleration 
the authorities, the competition among banks became very 
keen also the field rates. The rates paid deposits 
rose to. unusually high levels, especially for sizeable current 
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Vi. The structure debit interest charges 
depends the public authorities. 


have seen that competition among the 
banks did not general result lowering 
the debit interest rates below the official 
minima. the contrary, the bank com- 
plained that the government, with view 
lowering industrial costs, had several occa- 
sions intervened with demand that the 
banks should lower their charges. Thus, 
6th November 1952, certain bank commis- 
sions were reduced one-third one-half. 
September 1953 the Minister Finance 
advocated cheap-money policy way 
the revision banking conditions and 
reduction interest rates; and 17th Sep- 
tember 1953 the Conseil National 
dit responded this invitation reducing 
commissions charged for the opening do- 
cumentary credits and the amount the 
different entries the debit the credit 
customers’ accounts. September 1954 the 
Minister Finance asked for further 
reduction bank charges. 25th October 
1954 the Conseil National res- 
ponded this appeal reducing 0.20% 
the rates charged the banks for medium- 
term equipment credits; the minimum for 
debit interest was reduced from 
(15), and the maximum commission 
charged overdrafts was lowered two- 
thirds half debit interest rates; addi- 
tion, also the exchange commission applied 
payments from other countries was 
reduced. The Minister Finance, when 


accounts for which, 1953, there was tendency exceed 
per annum (as compared official ceiling 

the end 1953, the banks which were feeling the 
adverse effects excessive competition through rates in- 
terest signed new voluntary agreement, rather complicated 
and favourable large current accounts. The Agreement was 
renewed for 1955, with some changes (the maximum rate 
can granted only for current accounts held special cate- 
gories depositors and showing average annual balance 
least 500 million Lire. The same rate also payable 
deposits fixed for least one year). 

(15) rate still high compared with pre-war 
rates. Based the rate charged the Bank France for 
advances, equivalent T.A.B. Before the war the 
agreement 1925 provided that the banks’ minimum rate for 
advances should the same the rate for Bank France 


announcing these reductions the cost 
money, added that complementary measures 
would shortly taken which would such 
that the end the expan- 
sion plan charges for equipment funds would 
down the level obtaining countries 
comparable with France. 


must beg the reader excuse this long 
recital facts, but was the only way 
showing the influence exercised the govern- 
ment over debit interest rates. may 
retorted that very often only minimum 
rate that fixed and that, consequently, above 
this minimum, which the banks regard 
rather low, the banks are free fix their own 
terms and competition can operate the 
margin between the rates charged customer 
and the minimum rates being determined 
the standing the customer. This true only 
where the customers are small firms; the 
larger ones will ask their banks apply the 
minimum rates, and the banks will so. 
The same will happen also even the case 
many medium-sized firms. the last 
analysis, therefore, fact the govern- 
ment which determines the structure debit 
interest rates (16). 


(16) may noted, however, that for certain discount 
operations, even though they are eligible the Bank 
Issue, the rates are present high that they cannot said 
bear any relationship whatever the official rate. Thus, 
the case instalment sale credit, the most favourable rates 
are: for the H.P. Renault, for wireless sets, 
and there are cases which the rate varies from 
the case credits granted public officials, which credits 
are not mobilisable the Bank France, judgement given 
the Tribunal Nice May 1952 declared that rate 

was order put end such abuses connection 
with consumer credit that, December 1954, the Crédit 
Social intended exclusively for was insti- 
tuted with the participation the Caisse Centrale des Ban- 
ques Populaires all businesses which adhere the Cré- 
dit Social wage-earners who have had three years’ service, 
will able apply the banques populaires for credit 
amount not exceeding three months’ wages for the 
acquisition semi-durable consumer goods. 
will undertake guarantee, the extent repayment 
the credit granted their employees. 

order put end the exploitation which public 
officials have been the victims the past, the Muni- 
cipal Paris other words the Mont Piété has 
created credit service for such officials. service this 
nature already existed the case the Crédits 
paux Algiers, Lille and Toulon. The credit may not ex- 
ceed the amount two months’ emoluments, including bo- 
nuses and family allowances, and will repayable twelve 
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Vil. The structure debit interest charges 
and the cost banking operations. 


priori would seem that the structure 
banking conditions must based the 
cost the bank its various banking ope- 
rations. This logical assumption does not, 
however, hold good sphere which 
pragmatism predominates. The reasons for 
this are numerous. the first the 
cost bank operations difficult deter- 
mine, notwithstanding the many ingenious 
studies that many experts banking tech- 
nique have devoted this subject (17). 
Secondly, the rates applied credit opera- 
tions include risk-insurance premium which, 
normally, should treated part the 
cost the banks’ operations and which 
impossible calculate any formula 
capable general application. Finally, there 
are certain ancillary operations which banks 
are obliged undertake even they lose 
money them, since they originate other 
operations which are profitable. Thus, 
have already said, account which does not 
show regular balance least 125,000 
francs costs bank money, but this does not 
deter certain banks from opening accounts for 
amounts less than this figure and, 
general rule, bank closes accounts whose 
average balance does not reach this minimum. 

The cost the banks certain security 
transactions has been calculated with fair 
were taken the basis calculation the 
banks’ commission charges, banks who did 
would lose their customers (18). The banks 


monthly instalments. will not granted other than for 
social motive: removal from one house another, the 
purchase equipment and furniture. The rate will 
5.08%. 

This provides yet another confirmation the truth 
what have been asserting for twenty years, namely, that the 
state and semi-state financial institutions France owe their 
development the of, and gaps in, the private 
banking system. 

(17) Mention may made, particular, studies pu- 
blished various issues the Revue Banque 1946 
and 1947, under the title: Vers une fixation plus objective des 
conditions bancaires, written Georges Simon. 

(18) The Commission for the auditing the accounts 
public enterprises, and which therefore audits the accounts 
the four large nationalized credit institutions, states 
report, submitted 1954, that the multiplicity the oper- 


have, therefore, resign themselves losing 
money these operations, since this way 
they retain clientele with whom they can 
other profitable transactions. The banks 
have, fact, made great effort compress 
this cost, but far, unfortunately, does not 
appear possible reduce further unless the 
existing company law and the stock exchange 
rules are radically revised and, above 
unless there complete change the habits 
the general public, which present tends 
spread its savings trifling amount over 
variety One might ob- 
serve that, certain extent, the structure 
the charges applied discount operations and 
overdrafts based essentially costs for 
these charges are based the Central Bank 
rate for discounts advances and, the 
case discounts, this rate cost factor 
since essential element the sum 
which the bank must pay obliged 
rediscount its paper the Bank Issue. 
This reasoning may regarded 
subject the reservation that this rate not 
the only element costs, for account has 
taken also operational expenses, share 
general expenses, etc. 


ations, many which are for quite small sums, one the 
causes the persistent heaviness the general expenses 
the large credit institutions. The average sum involved 
stock exchange orders, one the four large banks, worked 
out 1952 only 40,000 francs, and the yield the bank 
398 francs; another the banks, the average yield 
such orders was 415 mecessary add that the 
greater part this amount goes paying the com- 
mission. for coupons, spite the regrouping secur- 
ities and the payment interest once year only, their num- 
ber still remains very considerable: million coupons had 
handled one bank 1952 for the collection interest 
amounting milliard francs». The commission’s con- 
clusion that persevere with the work 
rationalisation and mechanisation which was begun few 
years ago. 

its report for 1954, the Crédit Lyonnais had the follow- 
ing say about its securities department: spite the 
progress achieved thanks the regrouping securities and 
rationalisation measures, the administration the security de- 
posits which have accumulated our offices the course 
many years still very heavy task, for have not been 
able far from raise our safe custody tariffs, transfer 
fees, etc., the same proportion that the currency has depre- 
ciated. impossible over-emphasize the adverse effect 
the profit and loss account large credit institution hav- 
ing maintain extensive securities service, service which 
not governed business considerations but rather, the 
present time, consideration the public’s convenience 
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Vill. Competition government and semi- 
government institutions since 1945. 


During the occupation the government 
took certain measures tone down competi- 
tion directed against the banks the govern- 
ment semi-government sector (19). 
regards the Caisses d’épargne the govern- 
ment introduced certain rather complicated 
modifications, the intention which was that 
the interest allowed those institutions’ depo- 
sitors should not attractive unless the lat- 
ters’ accounts showed little fluctuation. 
cancelled part the fiscal privileges pre- 
viously enjoyed the populaire 
and the crédit agricole 

Fundamentally, the main criticism levelled 
against the government and semi-government 
institutions that they endeavour attract 
deposits offering more favourable terms 
than the banks can grant, offering other 
advantages. This what provincial banker 
recently termed unfair competition and 
added that was order fight this 
competition that the banks, large well 
small, had been obliged cease respect 
the credit interest regulations situation 
which, remarked, had brought about 
dangerous rise rates. This view the 
origin the disarray banking regulations 
relating credit interest rates differs from 
that which have referred above; also 
contested other bankers, who support the 
first-mentioned explanation. 

must frankly say that the seriousness 
the competition certain these institutions 
seems have been exaggerated. The 
majority the Caisses savings 
books show balances less than 120,000 
francs, the figure which has been suggested 
the minimum which deposit account 
begins profitable for the bank. More- 
over, the rule was that deposits could not 
exceed 500,000 francs the case private 
individual (20). The formalities connected 


(19) The four large nationalized credit institutions are not 
comprised the State sector. They come under the Conseil 
National Crédit like other banks, and, the matter 
deposit interest, are subject the same rules the banks. 

(20) 28th January 1955, replying motion 
deputy that the Assemblée Nationale should raise the maximum 
for deposits with the Caisses from 500,000 francs 


with withdrawals are obstacle which keep 
many holders bank accounts away from 
the Caisses The campetition coming from 
the Crédits municipaux (or Monts Piété) 
appears more real, but the amounts here 
concerned are not very large. the other 
hand, the postal cheque offices hold deposits 
totalling some 500 milliard francs. The depo- 
sitors, who receive interest, use these ac- 
counts for making current payments. The 
procedure rapid, the cost small, 
ments can made this way business- 
man his customers villages where there 
bank. The banks have complained that 
the postal cheque offices compete 
charging unduly low rates, and that more- 
over, doing they work loss which 
the Treasury has make good. this 
accusation the defenders the postal cheque 
system retort that the Treasury allowed the 
postal cheque offices, the funds which they 
hold with it, interest rate line with 
market conditions, the system would work- 
ing not loss but profit. 

regards the Crédit populaire and the 
Crédit the banks’ complaint 
that, apart from their freedom the matter 
rates, they have greater possibilities 
opening new sub-agencies, and that they seek 
business non-specialised sectors, particularly 
the Crédit populaire which, they say, has 
secured the banking business large enter- 
prises. One cannot, however, reproach these 
institutions for trying offset their bad risks 
and «bad» not mean from the 
point view solvency, but from other 
aspects, such long credit periods the 
immobilisation credits, and low level 
profitability with good risks, when they 


are able without thereby infringing 
their statutes. 


750,000 francs, the minister said: Since 1938 efforts have 
been made maintain certain relationship between the cost 
living and the deposit ceiling the Caisses d’épargne 
The present limit 500,000 francs comparable, 
context, that 20,000 francs 1938. the proposed 
amendment were adopted, there might risk modifying 
the essentially popular composition the clientele the 
Caisses d’épargne would disturb the equilibrium the 
distribution funds between the banks and the Caisses 
Notwithstanding these pertinent remarks, the 
amendment was adopted. 


| 
| 
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The banks also complain the competi- 
tion they have meet the hands the 
insurance companies the matter security, 
but, the other hand, they longer en- 
counter competition, they did before the 
outbreak war 1939, from either the Bank 

The problem competition between the 
banks and the semi-govern- 
ment institutions exists most countties 
which the activity those institutions, 
thanks the advantages assured them 
the State, hinders the development the 
banks. the last meeting the Interna- 
tional Banking Summer School, Belgian 
delegate expressed the hope that banking 
associations would every means their 
disposal endeavour bring about more 
satisfactory state affairs 

The solution this problem indeed 
there solution, for, whatever may 
done, there will always complaints unless 
state and semi-state institutions disappear, 
which out the question does not rest 
with the banking associations but with govern- 
ments. 


IX. Conclusions. 


The problems raised inter-bank com- 
petition and their rate structure are not 
peculiar France. More less identical 
problems arise almost all countries, with 
certain nuances due differences national 
temperaments and banking systems. The 
regulation banking conditions was not due 
governmental initiative, but understand- 
ings between the banks. have seen how 
this was the case France but other coun- 
tries the United States, Great Britain, 
Holland and Germany (21) formal 


(21) Germany was the first country which such agree- 
ments were concluded. was fact 1894 that the Stem- 
pelbereinigung Association Berlin Banks and Bankers, 
decided, order put end state disorderly com- 
petition which was prejudicial the banks competition 
which was due principally the opening numerous sub- 


agreements have been concluded among the 
banks regulate banking conditions. 

the light this tendency may 
asked how that, certain countries 
France and Italy, for example understand- 
ings with regard banking conditions, which 
were first voluntarily entered into the 
banks and subsequently established law, 
have finally broken down. would seem 
that this has been due combination 
unfortunate circumstances, among which 
shortage capital probably the most im- 
portant. fact, the failure the monetary 
authorities take action repress infringe- 
ments the legal banking conditions must 
lead the conclusion that the reasons which 
induced the banks ignore the rules that 
had been laid down for them were particularly 
serious. 

The restoration freedom the matter 
the fixing banking conditions showed 
the disadvantages entirely unrestricted com- 
petition rates, competition which, 
France, longer recognised even the tech- 
nical limitations which have referred 
section (Note 1), since interest 
rates exceeded, and often still exceed, the 
discount rate the bank issue. But will 
conclude expressing the opinion that des- 
pite these deviations, and despite the tenden- 
cies which have become apparent France 
certain economic and business circles, 
favour return banking competition, 
the compelling forces which caused the banks 
accept the fixing rates have triumphed 
over unfettered competition since, France, 
return new regulation, and Italy 
agreement among the banks has for some 
years past taken the place the rules based 
the law 1936, even though those rules 
have never been rescinded. 


offices and agencies conclude agreement. This agree- 
ment related the first place the rates interest 
allowed depositors, and the second place the terms 
for advances the banks’ customers. 


wn 


September 1952, for the first time 
Italy, the Central Statistics Institute (ISTAT) 
conducted enquiry into the labour force. 
The statistics were collected means the 
sample technique, applied group 58,352 
families containing 233,131 members, selected 
from 770 Italian Communes. The results 
the enquiry proved great value for interpret- 
ing other data brought light the Parlia- 
mentary Enquiry into Unemployment (1). 

Nevertheless, the experiment was more 
than first, somewhat rough and ready attempt 
determine the size, distribution and degree 
employment the labour force Italy. 
For this, there were two main reasons: 


(a) The essentially dynamic nature the 
phenomenon employment could obviously 
not captured statistics relating one 
particular time. More specifically, the Enquiry 
made ISTAT overlooked two fundamental 
aspects the problem unemployment 
Italy that seasonal influences and that 
under-employment, both which can only 
appraised observation over lengthy 
period (2). 

(b) Certain the criteria applied the 
Institute for the classification statistics lent 
themselves misleading interpretation 
the data. particular, the enquiry did not 


(1) See The Parliamentary Enquiry into Unem- 
ployment Italy, this Review No. 27, 1953. 

(2) The phenomenon under-employment still largely 
remains unknown quantity. Among the attempts arrive 
rough idea its proportions may mentioned: the 
data collected ISTAT, for its first enquiry into the labour 
force, the duration the working week (the corresponding 
data from the second enquiry are not yet available); the 
data collected INEA (National Institute Agrarian Econ- 
omy) and ISTAT the degree employment workers 
agriculture (indeed precisely agriculture that under- 
employment most rife). far the phenomenon seasonal 
influences concerned, see page 100, note (3). 
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take account the phenomenon, such 
magnitude Italy, huge categories 
persons, mainly women, who, while not pur- 
suing any economic activity the true sense, 
nevertheless casual work and form 
intermediate stratum between the active and 
inactive populations. 


Moreover, from the very outset, ISTAT 
had recognised the need collect statistics 
periodically and improve the criteria ap- 
plied. May 1954, after interval two 
years, made second enquiry, and this was 
followed May 1955 third. Enquiries 
into the labour force have thus come form 
part the regular statistical material collected 
Italy. 

ISTAT’s second enquiry, 
results which have not been made known 
until year after the event, was based 
new criteria for the classification data. 
particular, the three groups comprising the 
labour force the first enquiry employed 
persons, unemployed persons previously 
employment and persons search employ- 
ment for the first time has been added 
fourth category, viz. persons performing ca- 
sual work (for the most part, housewives who 
supplement the family income intermittent 
work home part-time domestic service 
outside the home). result this new 
classification, the ratio between the labour 
force and the inactive population has changed 
appreciably, thus prejudicing 
ween the first and second enquiries (See 
Table 1); but any event comparison would 
have been rendered difficult the difference 
the timing the two enquiries. Indeed, 
September, the month which the first en- 
quiry was carried out, falls the period when 
seasonal employment high, whereas May 
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month when seasonal employment nor- 
mal (3). 

the two enquiries are not strictly com- 
parable, therefore, necessary examine 
the results the second that May 1954 
once again its static aspect, supple- 
menting them, wherever possible, statistical 
data taken from other sources that may afford 
comparative basis (4). 


21,078,000, 44.4 per cent the aggregate 
population (5). 

really valid comparison the ISTAT 
figures with the results similar enquiries 
conducted other countries possible owing 
the difference, not only the standards 
and methods applied, but also the structur- 
economic features, both demographic and 
occupational. therefore rather cu- 


GENERAL RESULTS THE TWO FIRST INQUIRIES INTO LABOUR FORCES 


Inquiry September, 1952 


search first occupation 678 1.4 


will seen that the labour force totalled 


(3) illustrate the importance the seasonal element, 
need only recall that, according the study prof. Saibante, 
based the unemployment registration lists, the index measur- 
ing seasonal influences unemployment (taking the average 
for full year 100) works out 99.7 for May and 90.8 
for September; other words, May average unemployment 
per cent higher than September. See the report 
the Parliamentary Commission Enquiry into Unemployment, 
Vol. Book pp. 25-79, Rome, 1953. 

(4) The changes introduced ISTAT the second en- 
quiry have met with keen criticism. Cf. Notiziario della 
SVIMEZ, Associazione per sviluppo nel Mez- 
zogiorno No. 46, November 1954, which, inter alia, 
questions the wisdom including the labour force all 
women who, the week the enquiry alone, (8th 15th 
May) were engaged some sort economic activity their 
homes. 


May, 1954 


Persons search first occupation 794 1.7 


riosity which calls for any number 
qualifications that one may note, the 
light Table that Italy the percentage 
the labour force more less the 
same order magnitude that recorded 
more highly industrialised countries (U.S.A., 
Great Britain and France). 


(5) the first enquiry, the labour force was computed 
19,358,000, the equivalent per cent the population. 
The considerable increase between the two dates must re- 
garded largely fictitious, since was due, not any real 
increase the labour force, but, has already been stated, 
different view the content that force. One has 
only consider that the new category persons perform- 
ing casual now included the labour force, would 
itself more than enough explain the expansion 
1,720,000. 
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LABOUR FORCE AND TOTAL POPULATION FOUR COUNTRIES 1954 TABLE 


(a) 

Thousands 


United States 


United Kingdom 


(b) France (c) Italy (d) 


2.2 242 
58.7 27,269 53-6 21,484 49-9 26,410 55-6 


Source: (a) Monthly Bulletin Statistics, the U.N.; Monthly Labor Review the Bureau Labor Statistics (U.S.A.). 
Source: (b) Monthly Digest Statistics the Central Statistical Office (United Kingdom). 
Source: (c) Revue Frangaise Travail, No. 1954. Provisional data. 
Source: Istituto Centrale Statistica Compendio Statistico 1954. 
Employed include also persons with casual work Unemployed include persons search first occupation 


Turning the analysis the sub-groups into 


which the labour force divided, find in. 


first place employed persons proper, totall- 
ing 17,513,000 and accounting for per 
cent the labour force and per cent 
the aggregate population (6). 

The structure employment geogra- 
phical areas, economic branches and 


TABLE 
EMPLOYMENT CLASSIFIED GEOGRAPHICAL ZONES 


Thousands 


North Italy 8,501 


North 


(6) While once again warning that direct comparison has 
been rendered impossible the changes made the terms 
the enquiry, would recall that first enquiry com- 
puted the number employed persons 18,072,000, which 
however included some the persons classified this time under 
the item women engaged domestic work and others per- 
forming casual work 


occupations, illustrated Tables and 
With per cent the aggregate population, 
the South (southern regions and Islands) ac- 
counts for per cent total employment; 
the depressed areas the South, employ- 
ment the true sense accounts for per 
cent the labour force (against per cent 
the North) and for per cent the ag- 
gregate (40 per cent the North). 
certain the southern areas, the ratio 
employed persons aggregate population falls 
per cent. 


TABLE 


EMPLOYMENT CLASSIFIED OCCUPATIONAL POSI- 
TION AND ECONOMIC ACTIVITY 


(thousands) 


Total 


Dependent 


mana- 
gers Wor- 


andem-| kers stants 


1,882 


1,495 3,025 |17,180 (a) 


(a) The figure differs from that Table because 
excludes the Military Forces (333.000), 
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The distribution employed persons 
groups economic activity and status 
within their occupations (Table invites 
number 


(a) The predominance employment 
agriculture over employment industry has 
been lessened, the two large groups employ- 
agriculture (primary) and industry 
(secondary) accounting respectively for 
and per cent total employment. But 
the weight the two sectors measured 
terms their net product, the relationship 
shifts decisively favour the industrial 
activities. Table the employment figures 
are compared with those the net product 
the three basic sectors. The overall net 
product industry, 3,977 milliard lire 
1954, represented per cent the aggregate 
net product, while that agriculture (2,430 
milliard lire) came barely per cent. The 
average net product per employed person was 
thus 709,000 lire industry, nearly double 
the average net product (357,000 lire) per 
employed person agriculture; 

TABLE 


EMPLOYMENT AND NET PRODUCT THREE BASIC 
ECONOMIC SECTORS, 1954 


product 


per person 
(a) ment employed 
milliards thousands 
lire thousands lire 
Agriculture. 2,430 6,803 357 
Total 95154 17,180 533 
(b) 


(a) Source: Relazione Generale sulla situazione economica 
del Paese nel 1954 (Rome, March 22, 1955). The product 
the Services includes also the Public Administration 
sector. 


(b) The figure differs from that Table which includes 
333,000 members the Military Forces. 


(b) The group tertiary activities (ser- 
vices) merits separate comment. This com- 
posite and very heterogeneous sector, which 
numbers 4,770,000 employed, accounts for 


44 


per cent total employment and its ave- 
rage net product per employed person (575,000 
lire) well excess the comparable figure 
agriculture, but per cent lower than that 
the industrial sector. other words, 
Italy the average productivity the services 
sector lower than that industry, con- 
trast the position more advanced coun- 
tries, where the growth the services sector 
the composition the net national product 
(see, this connection, the data given 
Table has been accompanied increase 
productivity least equal to, and some 
cases greater than, that achieved industry 
(in the U.S.A., for example, the average net 
product services almost equal that 
industry; the United Kingdom, higher 
about per cent) (7). 


PERCENTAGE DISTRIBUTION NET NATIONAL 
PRODUCT ECONOMIC SECTORS 


United 
ern 
dom many 


Source: Monthly Bulletin Statistics, Statistical Office 
the United Nations, March 1955, Vol. IX, No. pp. xxiv- 


This phenomenon due differences 
the nature and structure tertiary activities 
the economically advanced countries and 
the backward countries. the former, 
they take the more elaborate and complex 
forms associated with the capitalist system 
(banks, insurance companies, large stores, tour- 
ist and sporting organisations, and on); 


(7) The average net product per employed person the 
various sectors may roughly calculated from employment 
statistics issued the various countries (see, for Great Britain, 
the Monthly Digest Statistics and, for the U.S.A., the 
Monthly Labor Review) and from the statistics domestic 
national product classified economic sector (Industrial origin 
net domestic product) published regular yearly intervals 
the Monthly Bulletin Statistics the United Nations. 
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the latter, the other hand, they embrace 
mass small and very small commercial 
firms, occupations and trades, many which 
are parasitic, ephemeral enterprises started 
meet the needs restricted local market 
and arising out excess population. 
Table taken from the Report for 1953 
the Economic Commission for Europe (8), 
clearly brings out the difference the pro- 
ces backward area (Southern Italy) and 
advanced area (Northern Italy): the 
South the density employment the minor 
commercial services (see the first four items 
the Table) level little lower than 
the North. The other three items this Ta- 
ble, however, representing activities typical 
economy advanced stage capitalist 
development, clearly show the disparity bet- 
ween the two areas. 


EMPLOYMENT COMMERCIAL SERVICES 
(Number employed per 1,000 population aged 64) 


Southern Northern 
Italy Italy 
Retail food trade 15.0 16.7 

Hotels, restaurants, etc. 11.3 
Ancillary commercial activities 1.3 2.6 
Total commercial services. 43-1 64.8 


Source: Economic Survey Europe 1953, including 
Study Economic Development Southern Europe, Geneva 


1954, 129. 


(c) Finally, Table gives broad pic- 
ture the social conditions the employ- 
persons, classified the status they occupy 
their respective jobs. the first place, 
distinction drawn between dependent 
(employed) and independent (self-employed) 


workers. 


(8) Economic Survey Europe 1953, including Study 
Economic Development Southern Europe, Geneva, 1954, 
129 (the Table found the chapter the Report dealing 
with the economic problem Southern Italy). 


Dependent workers number 12,434,000, 
equal about per cent total employ- 
ment. Within this category, the largest group 
formed workers industry, numbering 
299,000 whom are managerial 
and clerical staff, 4,234,000 workmen and 
172,000 assistants (9). Agricultural dependent 
workers total 4,336,000, including 2,511,000 
assistants. 

the category independent workers, 
computed 4,746,000, per cent total 
employment, the largest group represented 
independent persons agriculture (meta- 
yers, tenant farmers and farmers working 
their own land, who number 2,501,000. Some 
way behind comes the group self-employed 
workers trade (wholesale and retail traders), 
totalling 864,000, and the group indepen- 
dent workers industry (artisans), totalling 
847,000 

Among the various economic sectors, in- 
dustry and transport show the 
centages dependent workers the strict 
sense (i.e. wage-earners, excluding managerial 
and clerical staff and assistants) relation 
the total numbers employed. The percen- 
tages are respectively and 61. 


have seen, the second sub-group» the 
labour force comprises women engaged do- 
mestic work and other persons who, though 
not performing continuous job, were shown 
employed casual work the week 
the enquiry. Here are concerned with 
not very clearly defined category, with one 
varying extent, more akin the depressed 
area unemployment than the zone 
employment point fact, the casual 


(9) the occupational classification used ISTAT, the 
term assistants means those persons, usually relatives 
the self-employed entrepreneur, who perform job the 
firm without receiving regular contractual remuneration (see 
ISTAT, Guida per classificazioni professionali, Rome, 1955, 
27). The existence large body assistants (3,056,000, 
equal quarter the workers employed others) the 
structure employment Italy, illustrates the important part 
still played family businesses and handicraft concerns the 
country’s economy. 

(10) the article already referred to, Notiziario 
SVIMEZ observes: The problem the occupational classi- 
fication women engaged domestic work would well 
worth detailed analysis the lines what has been done 
the past (cf. popolazione rurale 
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workers, male and female, included this 
group form part that huge body under- 
employed and underpaid, whose numbers are 
difficult assess. 

Table which analyses the casual wor- 
kers (of whom women domestic 
work account for per cent) hours wor- 
ked during the week, confirms that under- 
employment the dominant characteristic 
work this category. Indeed, per 
(1,157,000) the casual workers appear 
have worked for less than hours week. 


OCCASIONAL WORKERS CLASSIFIED WORK 
HOURS PER WEEK 


Number Work hours 


Work hours per 


Under 321 16.8 2,324 
over 118 6.2 6,175 13.8 
Total 1,909 (*)| 44,629 100.0 


(*) whom 1,755 thousand housewives. 


Unemployment. The last two sub- 
groups included the labour force border 
the confines visible disemployment 
the third sub-group brings fact unem- 
ployed the true sense the term 
persons who have lost their former jobs), and 
the last persons search employment 
for the first time. 

Altogether, the enquiry estimates visible 
disemployment 1,656,000, about per 
cent the labour force and 3.5 per cent 
the total population, approximately equally 
divided between unemployed the true sense 


Italia, Piacenza, 1923, and Struttura della 
popolazione rurale Rome, 1937). important that, 
especially far women engaged agriculture are concern- 
ed, one should not content consider them active 
simply the strength their sporadic employment one 
day the week, but that account should taken their 
normal employment throughout the whole farm year 
And elsewhere: ... For instance, two hours casual work 
housewife, spent washing some one linen for pay- 
ment, are sufficient get the housewife question included 
the labour force 


(862,000) and persons secking their first jobs 
(794,000). The difference the structure 
the two sub-groups such make advis- 
able examine their composition separately. 
this end have set out the main data 
available Tables 10. 

TABLE 


UNEMPLOYED STRUCTURE THE GROUP 


(a) sex: 
males 
females 183 
862 100 
(b) occupational position: 
whom: 
other dependent workers 762 
862 100 
531 
100 
(d) economic activity (1): 
504 
which: 
manufacturing industry 238 
building 249 30 
Transports and communications 
100 
the census week: 
not working 783 


(1) The ISTAT data refer only the dependent unem- 
ployed workers, excluding managers and employees. 
this same Table, item (b)]. 


The great majority the unemployed 
proper (those formerly employment) are 
men (679,000 out 862,000, per cent 
the total) and per cent them (762,000 
out 862,000) belong the category de- 
pendent workers wage terms (11). per 


(11) From the mass unemployed, ISTAT’s second en- 
quiry singles out group workers who, the 
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TABLE 
PERSONS SEARCH FIRST OCCUPATION: 
STRUCTURE THE GROUP 


(thousands) 


(a) sex: 
(b) occupational position the 
head 
non occupational con- 
794 100 
(c) 
794 100 
(d) whether working not 
the census week: 
794 100 
age: 
794 
(f) classified educational level: 
794 100 


cent the mass unemployed concentrated 
the North (361,000 Northern Italy and 
170,000 Central Italy) and two thirds the 
industrial sphere (in the wage-earning class 


the enquiry, performed some sort paid work (casual, side- 
line jobs, etc.). This group estimated 79,000, equal 
per cent total unemployed. this connection, however, 
should stressed that such distinctions, based they are 
the subjective appraisal the activities the persons 
questioned, are prone wide margin error. its pre- 
vious enquiry, the Statistics Institute had preferred confine 
the description unemployed persons who, the week 
the enquiry, declared that they had not been work, 
while the other hand grouping employed persons according 
the number hours worked the itself. This 
criterion perhaps lent itself better objective assessment 
the degree disemployment and under-employment, which 
the new classification has made impossible (see the article 
already referred this Quarterly Review No. 27, 
October-December 1953). 


unemployed, 504,000 out 762,000). 
noteworthy feature the large number 
unemployed the building trade (229,000) 
and that month high activity, such 
May. 

The proportion males 
seeking their first jobs (Table 10) falls 
per cent: clear indication the marked 
change that has taken place the social 
sphere and the resultant greater pressure 
exerted the new female recruits the 
labour force. Most those seeking first em- 
ployment (57 per cent) come from the fami- 
lies workers employed others; but 
considerable group, numbering 149,000, 
per cent the total, recruited from fami- 
lies, the head which does not belong 
the labour force. The analysis geographical 
areas does not reveal any appreciable differen- 
between this sub-group and that the 
unemployed proper; here too, fact, per 
cent concentrated the North. This cir- 
cumstance, important remember, can- 
not interpreted showing that disem- 
South; the contrary must explained 
reference the several forms which di- 
semployment takes, i.e. latent unemploy- 
ment and under-employment, which are typic- 
the backward areas and which are dif- 
ficult measure normal statistical me- 
thods. Nor then any substantial difference 
from the first group regards the distri- 
bution between persons who pursued some 
sort sideline activity and those who were 
completely disemployed. 

The last two distinctions (by age and 
educational standard) show how great 
the part played juvenile unemployment 
Italy (almost all the persons this group are 
less than years age, and practically half 
are under 18) and they indicate one the 
most serious obstacles retarding the absorption 
unemployed lack skill. per cent the 
persons search first jobs (over half 
million) are either completely lacking edu- 
cation have more than 
schooling (12). 


far the first group, the unemployed, con- 
cerned, second enquiry has not yet furnished parti- 
culars the degree education; the light the results 
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may provide some useful pointers 
for the interpretation the results, this 
rapid review ISTAT’s enquiry into the 
labour force supplemented few data 
taken from other sources. 

(a) Employment. The only regular en- 
quiry into employment Italy that con- 
ducted each month the Ministry Labour 
and restricted manual workers industry. 
Unfortunately, even thus limited, the data 
collected cover only part the industrial 
sector, namely 16,000 firms industrial 
sectors, numbering 1,700,000 employed, 
according the Ministry’s own estimate 
approximately per cent total employ- 
ment manual workers industry (exclud- 


ing handicrafts) (13). The building sector, 


TABLE 


DEVELOPMENT INDUSTRIAL EMPLOYMENT 
FROM 1950 1954 


Mining and quarry- 


92,810 94,269 98,318 

Metallurgy and en- 


Ministero del Lavoro della Previdenza Sociale. 


ia. excluded from (14). 
Table 11, which sums the results the 
Ministry’s enquiries during the last years, 


the first enquiry, may stated without qualification that 
the degree education even less. 

(13) This means that the number manual workers 
industry should total 3,090,000. the Statistics Institute 
quotes the number dependent workers industry and 
handicrafts (excluding managerial and clerical staff, and assi- 
stants) 4,241,000, the difference about 1,151,000 should 
accounted for workers employed others handicraft 
firms. 

(14) For over year special Commission the Ministry 
Labour has been studying the problem perfecting the 
statistics extending them cover all workers employed 
others. See, this point, the article VANNUTELLI, 
estensione delle statistiche 


show that the period from 1950 1954 
the level employment the firm covered 
the census remained stable. point 
fact, the figure 1,759,330 for 1954 shows 
advance per cent over the figure 
(1,722,303); the increases employment which 
occurred the expanding sectors 
mechanical engineering, electricity) have been 
almost wholly offset the appreciable shrink- 
age employment the textile sector. This 
would tend suggest that industry (excluding 
building) has made more than negligible 
contribution towards the absorption new 
recruits the labour force. 

the other hand, other sectors, and 
expecially building and services, fairly 
considerable increase employment would 
appear have taken place, particularly the 
last years. 

Unfortunately, this sphere the only data 
available are the somewhat approximate esti- 
mates given the annual Economic Report 
the Minister the Budget, which are 
reproduced Table and which put the 
total increase employment 254,000 
1953 and 184,000 1954. 

This expansion, can seen, ascribed 
the growth public works, building 
(direct employment and induced e.g. the 
30,000 additional workers taken 1954 
alone hall porters apartment blocks), 
mechanisation (repair shops 
stations), and the greater tempo activity 
the large centres, caused the drift the 
towns (15) and the growth tourist trade 
(retail dealers, hotels, cinemas 
transport and public services). this connec- 
tion should noted that only part the 
increase shown these figures per- 
manent nature. The rise employment due 


delle ore lavoro delle retribuzioni effettuate cura del Mini- 
stero del Lavoro, Rassegna Statistiche del Lavoro 
Rome, No. November-December 1953. 

(15) The drift the towns notes the 1954 Economic 
Report the Ministry the Budget, still going on... 
1954 the natural increase the population was 113,000 
the main communes and 302,000 the others. But the total 
increase after allowing for migratory movements recorded 
the civil registers was 268,000 and 146,000 respectively 
for the two groups communes. The figures show net 
increase the population totalling 19.9 per cent. the main 
communes and 4.2 per cent. the others, whereas the natural 
increase works out 8.4 and 8.6 per 1,000 inhabitants respect- 
ively See report quoted, 161. 


| 


| 
| 
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public works and building, which accord- 
ing these figures accounts for per cent 
the total increase 1953 and per cent 
1954, temporary character, since the 
jobs will cease with the completion the 
works. The rise the numbers perma- 
nent employed, therefore, would appear 
have been 124,000 each the last two 


years, 1953 and 1954. 


TABLE 


INCREASE EMPLOYMENT 1953 AND 


Employed 


1953 1954 


public utilities and 


Hotels and Restaurants 
15,000 4,000 


Entertainments 

Transports and public 74,000 

Repair workshops and filling stations 


254,000 184,000 


Source: Relazioni sulla situazione economica del 1951 
del 1954. 


(b) Additions the labour force. The 
increase the number persons available 
for employment has been put 180,000 
1953 and 130,000 1954. (16). This means 
that the last two years the labour force rose 
310,000, compared with permanent in- 
crease 248,000 employment; from which 
may infer foreseeable rise about 60,000 
basic unemployment (17). 


The recruits the labour force are calculated after 
allowing for migratory movements percentage the 
population working age (between and years age); 
practice the male recruits are estimated form per cent 
the male population reaching working age, and the female 
recruits per cent the female population reaching working 
age. See Economic Reports for 1953 and 1954. 

(17) the last two years, the data relating the increase 
the labour force and the rise employment have broadly 
confirmed the forecasts made the Commission Enquiry 
into Unemployment the autumn 1952. Indeed, the Com- 
mission foreshadowed increase 300,000 the labour force 
during 1953 and 1954 and rise 250,000 employment. 
(See Atti della Commissione Parlamentare sulla 
Disoccupazione, Vol. Book 352). should, however, 


(c) Unemployment. generally 
known, useful comparison for the figure 
unemployed arrived the ISTAT enquiry 
ically the Ministry Labour from the 
unemployment registration lists. equally 
well known that these lists are far from 
providing exact picture the phenomenon 
unemployment; for the one hand they 
are greatly swollen under-employed 
workers, while the other not 
all unemployed persons fact register 
(for instance, noticeable reluctance regi- 
ster has often been observed the part 
the so-called intellectual unemployed). The 
general impression, however, confirmed 
numerous snap tests and enquiries, apart from 
the two nation-wide enquiries ISTAT, 
that the registration lists tend overstate 
unemployment the same time 
the variations the statistics registered 
unemployed during the last few years enable 
fairly reliable idea formed the trend 
unemployment. Table shows, those 


TABLE 


PERSONS REGISTERED LABOR EXCHANGE OFFICES 
CLASSIFIED ECONOMIC SECTORS 


Banking, Insurance, 
and clerical workers 


1950 1952 1954 
Industry 966,046 945,023 845,334 
Commerce 45,611 63,373 67.990 


Source: Ministero del Lavoro della Previdenza Sociale. 


variations suggest that the tendency upwards 
rather than downwards. fact, between 1950 
and 1954 the annual average persons regi- 
stered unemployed increased per cent, 


noted that, according the Commission’s forecasts, the 
increase employment should have occurred like propor- 
tions industrial and tertiary activities; whereas fact the 
greater part the 248,000 absorbed seems have been taken 
the latter. 
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from 1,860,109 2,197,299; and the last 
two years, 1953 and 1954, the rise was about 
per cent, from 2,073,409 

This trend, quote the compilers the 
Vanoni Plan, the resultant whole 
series shifting influences, varying order 
magnitude, the labour force the 
country. the one hand, the increase 
production and income, instead leading 
absorption unemployed, gave rise con- 
siderable extent more intensive use 
workers whose services were previously inade- 
quately utilised. the other, the under- 
employed have part been transformed into 
fully unemployed. This occurred both 
industry, result the economising man- 
power owing the renewal plant and 
productive processes, and more simply 
agriculture, where masses under-em- 
ployed tend register the employment 
exchange the hope finding fuller employ- 
ment. This latter development owes its origin 
most all incipient awareness, the 
part the new generation farm workers, 
greater labour needs and higher standards 
living; smaller scale, similar trends 
have certainly occurred the artisan sector. 
Finally, must remembered that grow- 
ing number women are secking employ- 


ment (18). other words, would seem 
that the two fundamental causes chronic 
disemployment must sought the ten- 
dency the industrial apparatus rationalise 
productive systems tendency which finds 
expression increases productivity rather 
than employment (19) and the pres- 
sure brought bear the labour market 
large number workers, under-employed 
and underpaid, the depressed areas (20). 


(18) Cf. Schema sviluppo dell’occupazione del reddito 

(19) recent enquiry into the movement employment, 
remuneration and productivity sectors industry between 
and 1953, made the Ufficio Studi della CISL (see 
2nd Congress the CISL Relazione della Segreteria Con- 
federale, Rome, 23-27th April 1955, 128), shows that, 
most sectors, increases production were mainly the result 
improved productivity (which turn derived from 
increase hours worked from higher labour output); 
and that the increases real wages short the increases 
productivity. Similar conclusions are arrived en- 
quiry the (Commissione Economica della Camera 
del Lavoro Milano: Alcune considerazioni sul problema 
della suo sviluppo nell’attuale 
mica italiana, Milan, March 

(20) Pressure reflected in: (a) entries the unemployment 
registers; (b) the drift from the country the towns; (c) the 
exodus from the depressed areas the economically more 
advanced areas (migration from South North; depopulation 
the Alpine districts; and on). 
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Statistical Appendix 
ITALIAN BUDGET SUMMARY Table 


(milliards lire) 


Expenditure 


Revenue Deficit 


Fiscal year 


Assessed Obligated Obligated 

1949-50 1,419 252 1,618.2 1,716 232 297 277 85.7 
1950-51 1,720 272 1,658.4 1,894 319 1,820.0 174 161.6 
1951-52 1,737 336 1,976.4 2,129 2,308.4 392 361 332.0 
1952-53 1,806 305 2,402.0 2,302 119 495 185 310 237.4 
1953-54 2,000 338 2,300.3 2,325 182 2,433-8 325 156 169 133.5 
1954-55 2,263 302 2,674 116 2,257-2 411 186 225 117-5 


(a) Current revenue (or payments) and movement capital; year account and arrears. 

(b) Provisional. 

Sources: Conto Riassuntivo del Tesoro; Report Italy’s Economic Situation 1954, submitted the Parliament the 
Minister the Budget, On. Vanoni, March 31, 1955. 


ITALIAN BUDGET SUMMARY FINANCING CASH DEFICIT Table 
(millions lire) 
Financing cash deficit: 
Cassa DD.PP. and in- 


(a) Current revenue and expenditure and movements capital. 

(b) Receipts and payments year account and arrears; current revenue and expenditure and movements capital. 

(c) For more than 90%, a/cs. with Cassa Depositi Prestiti (Cassa DD.PP.) which collects the deposits the Postal 
Savings Banks. 

(d) Debits and credits with government’s agencies and other public bodies. 

(e) Provisional. 

Source: Conto riassuntivo del Tesoro. 


ITALIAN DOMESTIC PUBLIC DEBT 


(milliards lire Index Numbers, 1938 100) Table 


Consolidated Redeemable Floating debt Total domestic 
debt debt Interest public debt 

-N. bills ac- Amount 

counts 
1953 June 2,091 908 998 449 7,850 2,600 


(a) Provisional. 
Source: Conto riassuntivo del Tesoro. 
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Table 
DEPOSITS AND CURRENT ACCOUNTS ITALIAN BANKING SYSTEM AND POSTAL SAVINGS BANKS 
Banking System (a) Postal Savings Banks 
Current Current 
Deposits Total Deposits Total Percent 
Mil- Mil- Mil- Mil- Mil- Mil- deposits and 
liards liards liards liards liards liards c/a bank- 


(a) The data refer 365 banks (commercial and savings banks) which hold about the 


Italian banks. 


(b) Inter-bank current accounts are excluded. 
Source: Bollettino the Italy. 


DEPOSITS, 


(millions lire) 


Deposits and current accounts 

Cash and sums available sight 

Fixed deposits with the and 
other Institutions 

Government Securities (b) 

Credits clients (c) 


Deposits and current accounts 

Cash and sums available sight 

Fixed deposits with the and 

Government Securities (b) 

Credits clients (c) 


Cash and sums available sight 

Fixed deposits with the and 
other Institutions 

Government Securities (b) 

Credits clients (c) 


(a) The data refer 365 banks (commercial and savings banks) which hold about 


Italian banks. 


CURRENT ACCOUNTS AND ASSETS ITALIAN BANKS (a) 


31.12.52 31.12.53 


Amount outstanding 


Index Numbers: 31-12-1948= 
204.1 212.4 178.7 170.7 
169.7 184.8 194-3 196.5 199-4 
deposits and current a/cs 
12.6 11.9 12.4 13.0 14.8 
20.5 20.2 19.6 
79-4 80.4 80.9 81.7 


(b) Treasury bills and other Government securities. Nominal value. 
(c) Includes: bills hand, rediscount the Bank Italy, contangoes, advances, current accounts, credits abroad, loans recov- 
erable salaries, credits note hand, mortgage loans, current accounts with sections for special credits, non-Government secu- 


rities, participations. 


Source: Bollettino the Bank Italy. 


j 


3,651,060 


294.2 
238.2 


309.0 
206.8 
326.6 


12.2 


19.1 
82.4 


585,868 
920,258 


299.1 
209.9 
329.6 
222.1 


323-3 


12.8 
20.2 
80.2 


the total deposits collected all 


total deposits collected all 
| 
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Table 


ADVANCES THE BANKING SYSTEM AND MEDIUM AND LONG-TERM CREDIT INSTITUTES 
(amounts outstanding end period data) 


1938 


millions 


1953 


milliards 


1954 


milliards Index numbers 


Categories credit institutes 


lire lire lire 1938=1 1953=100 
Banking system (a) 2,897.8 116 
Institutes for industrial 8,779 16.3 799-3 19.6 19.2 103 114 
Institutes for mortgage real estate 
Institutes for agrarian 
Land improvement credit 1,260 45-0 65.8 1.4 146 
Total 4,067.3 100.00 100.00 117 


(a) Includes commercial and savings banks. The figures for credits clients given for the banking system this Table 
differ from the data reported Table owing different recording system (see this matter, this Review No. January- 
March 1949, Explanatory Notes, pag. 70). 


Source: Report the Governor the Bank Italy for 1954. 


ADVANCES THE BANKING SYSTEM, BUSINESS BRANCHES (a) Table 
(amounts outstanding) 


lire total lire total lire total 


Personal (professional consu- 


Public Institutions (Institutions 
for specialized activities ex- 
Banks, exchanges, fin. and 
9-56 117.3 4.0 143-7 122 
Transport and communications 547 1.53 84.1 2.9 88.9 2.6 163 105 
Electric power, gas, 319 0.89 49-6 1.6 171 109 
Hotels, entertainments 286 0.80 41.3 1.5 51.1 1.5 179 123 
Building and real estate, pu- 
blic works, land reclamation 11.84 212.3 249-3 7-4 
Agriculture and 
equipment and supply trades 9-71 194.8 6.7 234.2 7.0 120 
Cereals, foodstuffs, drink 12.15 611.9 21.2 685.0 20.3 159 
10. Wood and related 510 1.44 73-2 2.5 89.5 2-7 175 122 
11. Non-metallic 909 2.56 164.9 5-7 198.2 218 120 
12. Steel, metal and enginecring 
products 3,184 8.96 371-2 12.8 443-2 13.1 139 119 
13. Chemical 588 1.66 87.9 102.1 3-0 174 116 
Paper and 351 0.99 1.4 46.3 1.4 132 
15. Hide and skins 576 1.63 55-2 1.9 57-6 1.7 100 104 
16. Textile products and 2,238 6.29 298.4 10.3 327.3 146 109 
17. Other trades and industries 172 0.49 38.5 1.3 1.3 257 114 
18. Retail trade and miscellaneous 
1,179 3-32 127.4 4-4 154-4 131 121 


(a) Commercial and savings banks. 
Source: Report the Governor the Bank Italy for 1954. 
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FUNDS RAISED THE CREDIT AND CAPITAL MARKET 
SOURCE AND ECONOMIC BRANCHES 


(annual increases milliards lire) 


Business branches 


Personal (professional, consumer, etc.) 


Public Institutions (Institutions for 
cialized activities excluded) 
Banks, financial and insurance 


Cos. 


Transport and communications 


Electric power, gas, water 


Hotel, entertainments 


Total 1954 


Total 1953 


Total 1952 


Total 1938 


Building and real estate, works, 
Agriculture and agricultural equipment 
and supply trades 
10. Wood and related 
11. Non metallic ores 
12. Steel, metal and engineering 
13. Chemical products 
14. Paper and printing 
15. Hides and skins. 
16. Textile products and clothing 
17. Other trades and industries 
18. Retail trade and miscellaneous services 


(a) Commercial and savings banks. 
Source: Report the Governor the Bank Italy for 1954. 


113.1 
102.4 


130.7 


0.974 
18.61 


0.340 
6.49 


1954, 


oo 


0.032 


NEW ISSUES INDUSTRIAL SECURITIES AND MORTGAGE BONDS 
(milliards lire) 


Period 


1938 


1948 
1949 
1950 
1951 
1952 
1953 
1954 


(a) The conversion current lire 1938 lire has been made the basis wholesale price 
Central Institute Statistics. 


Source: Report the Governor the Bank Italy for 1954. 


Share 


Stock Companies 


Debentures 


Current 
lire 


1938 


lire (a) 


0.032 


0.24 
1.67 
0.64 
0.12 
0.28 
0.23 


Debentures Institutes 
for medium and 
long-term credit 


Current 


lire 


0.95 


61.1 
72.1 
27-9 
39-2 


127.7 


lire (a) 


1938 


0.98 


171.6 
238.3 
169.3 
143-4 
361.2 
386.6 


336.8 


Table 


1938 


2.68 


4-61 
3-45 
2.56 
6.85 
6.36 


lire (a) 


index calculated the 


7 ‘ institutes or agra- e 
loans (a) strial credit real estate 
credit 
| j | 
| 
2.192 1.697 5-235 
lire lire (a) lire 
15.6 
104.6 86.4 
65.5 1.33 31.7 
81.4 1.45 6.8 
107.0 2.08 15.1 
191.6 3-64 12.2 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY Table 


Fine gold 


1952 December 6,271 5,288 5,624 5,612 2,316.6 770 2,961 
1953 December 6,612 5,659 5,678 720 2,769 
6,406 5,276 5,764 8,005 2,822.3 721 2,773 
May. |1,458.2 6,480 5,328 5,821 3,306.4 718 2,761 


(a) End year month. Includes: Bank Italy notes and Treasury notes; (b) Bollettino the Bank Italy; (c) Bol- 
lettino Mensile Statistica issued the Central Institute Statistics; (d) Business Statistics Centre Florence; Provisional. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES Table 
(annual monthly averages) 


Government Securities 


| 

Bonds g-year Treasury Shares 
Consolidated Redeemable Bonds 

Price Yield Yield Price Yield Price Yield Price Yield 


cent (index (per cent 


5-34 90.6 6.25 89.2 5-93 91.3 5-97 1,988.5 6.19 
99-6 87.9 6.44 86.3 6.13 88.5 6.16 2,362.5 5-93 
99-4 5-43 88.7 6.38 85.0 6.22 87.8 6.21 2,596.4 5-98 
March 99-4 5-44 88.7 6.38 84.2 6.28 87.1 6.26 2,438.6 
99-8 89.0 6.36 85.6 6.18 88.2 6.18 6.38 
September 5-45 89.1 6.35 84.9 6.23 87.6 6.22 2,724.8 5.69 
December 100.3 5-40 88.9 6.37 84.9 6.23 87.6 6.22 3,089.7 5.04 
March 87.1 6.50 83.2 6.36 85.8 6.35 5-07 
April 96.9 86.4 6.55 83.8 6.31 86.2 6.32 3,218.0 
5-56 86.4 6.55 84.0 6.30 86.5 6.30 3,306.4 5-11 
98.2 5.50 87.6 6.46 83.0 6.37 85.7 6.36 3,562.7 4:75 
Source: Bollettino the Bank Italy. 
WHOLESALE PRICES GROUPS COMMODITIES Table 


(Index Numbers, 1938= 


Bricks, 


month mo- ber goods and 
wear products products 


| | | | | | | | | 
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WAGES AND SALARIES ITALY Table 
(gross retributions inclusive family allowances) 
(Index Numbers, 100) 
1955 
Categories 
June September| December March April May June 
Industry 
Ordinary workers and semi-skilled labourers 8,227 8,256 8,256 8,256 8,257 
Labourers 8,603 8,807 8,879 8,972 8,972 8,972 8,981 
General index 8,012 8,058 8,058 8,058 8,062 
8,585 8,794 8,884 8,892 8,892 8,920 8,920 
Government Civil 
Subordinate staff 6,057 6,057 6,057 6,057 
General Index Government Civil 5,090 5,090 5.090 
(a) Administrative grade; (b) Executive grade; (c) Clerical grade. 
Source: Bollettino Mensile Statistica. 
NATIONAL INDEX LIVING COST Table 
(1938 100) 
Year month All Items Foodstuffs Clothing and Housing Miscellaneous 
ighting 
6,541 6,415 4,031 1,565 5,501 
5,693 6,708 6,306 4,082 1,804 5,598 
5,850 6,948 6,310 1,818 5,626 
September 5,857 6,950 6,304 4,074 1,841 5,660 
December 5,882 6,970 6,310 4,069 1,878 
7,032 6,297 4,063 1,920 5,762 
Source: Bollettino Mensile Statistica. 
PERSONS REGISTERED LABOUR EXCHANGE OFFICES Table 
women 
1,362,289 685,649 139,112 54,030 49,200 2,290,280 743,488 


1,428,700 668,400 138,500 59,000 49,600 751,574 


(*) the discrepancies between actual unemployed and persons registered Labour Exchange Offices, see, 
Unemployment Statistics with Special Reference Southern Italy, this Review, No. 21, 1952. 

(a) Unemployed workers who were previously employed. (b) Young persons under years age, and other persons 
search their first employment, discharged from the armed forces. (c) Women engaged house work who are secking 
first employment. (d) Pensioners search employment. Employed workers search other employment. 

Source; Ministry Labour, 


| 
| 
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ITALIAN INDUSTRIAL PRODUCTION INDEXES (a) Table 
(unadjusted, 100) 


Manufactures 


Elec- 
Year month Engi- Non tric 
tiles lurgy ing ores micals 
145 136 146 105 113 150 142 137 172 142 193 


166 136 110 179 169 167 163 273 183 213 
200 186 159 130 182 138| 182 193 193 287 217 225 


Dec. 229 186 198 114 184 189 180 190 288 206 228 
1955 March 249 195 164 112 174 209 218 200 309 232 233 
185 148 100 172 209 192 215 309 210 220 


198 157 104 183 222 214 230 331 209 242 
188 148 101 182 218 199 215 314 200 237 


(a) The indexes the Italian industrial production have been recently revised the Central Institute Statistics. Accord- 
ingly, the data published this Table differ from the data published the previous numbers this Review. 
Source: Bollettino Mensile Statistica. 


SELECTED BUSINESS INDICATORS Table 
Index Numbers, 1948 (annual average)=100 
Goods Automobil 
Sal 
in Italian grams di- ment movement tratfic 
planned spatched stores Cars Lorries 

June 536.9 185.8 145-4 392.2 539-1 115.3 
December 594-2 204.3 161.2 706.3 244-7 123.6 
385.8 206.3 135-7 529.0 212.8 715.1 120.4 
618.4 204.6 173-3 412.4 504.8 1,025.8 
955-1 227.9 164.6 882.9 329.8 254-8 261.1 126.7 
533-0 494.0 490.5 212.0 614.2 119.0 
606.8 161.0 484.1 576.8 215.0 640.1 

Source: Previsioni breve termine. 


PERSONAL EXPENDITURE ENTERTAINMENTS AND GAMBLING (a) Table 


Personal Expenditure Entertainments and Gambling (a) 


Years Product Total Movie Pictures 


Milliards lire Millions lire National Product} lire National Product 


1938 149 567 0.38 
1947 6,195 58,224 0.94 28,472 0.46 
1948 82,057 1.13 41,977 
1949 102,760 1.38 0.71 
1950 8,028 122,800 1.52 62,452 0.77 
9,613 138,900 1.44 72,040 0.74 
1952 10,134 164,000 1.61 82,400 0.81 
1953 11,093 180,000 1.65 94,500 0.85 


(a) Mainly sport gambling (foot-ball games). 
Source: Societa ltaliana Autori Editori (Italian Authors and Publishers Association). 
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CAPITAL, SHARE PRICES, AND DIVIDENDS SOME ITALIAN COMPANIES QUOTED STOCK EXCHANGES 


Companies 


Financial and Insurance 
Finmare Soc. Finanz. Marittima 
Strade Ferrate Meridionali (Bastogi). 
S.T.E.T. Soc. Torinese Eserc. Telefonici 


Generali 
Riunione Adriatica Sicurta 

Textiles 


Chatillon Soc. Ital. Fibre 
Linificio Canapificio Nazionale 


Manifattura Lane Borgosesia 
Minerals, Metals and Engineering 

Monte 

Minerario del 

Finsider 


Ilva Alti Forni Italia 
Dalmine 


Terni 
Public 


Vizzola Soc. Lombarda Distr. 
Soc. Meridionale Elettricita 

Soc. Telefonica Tirrena Serie 

Soc. Telefonica Tirrena Serie 


Foodstuffs 


Eridania Zuccherifici Nazionali 
Soc. Italiana Industria Zuccheri 


Chemicals 
Montecatini 
Soc. Ital. per Gas 


Sundry 
Soc. Generale Immobiliare 
Ist. Romano dei Beni Stabili 
Pirelli Soc. per Azioni 
Italcementi 
Cartiere Burgo 


18,000,000 
26,250,000 
50,000,000 
20,000,000 

1,400,000 
12,000,000 


21,000,000 
6,000,000 
1,575,000 
6,000,000 
2,400,000 
1,500,000 


988,416 


15,000,000 
12,000,000 
19,687,500 
57,000,000 


160,000,000 
20,000,000 
42,000,000 
68,948,876 
22,344,000 
61,236,000 
26,200,000 
26,200,000 


16,200,000 


9,000,000 
7,200,000 


84,000,000 
17,968,500 


10,000,000 

24,000,000 
12,000,000 
10.000,000 


250 
3,000 
1,000 
2,000 
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Last Dividend 
Date Amount 
32.50 
3-55 100.—(a) 
7-54 
160.— 

§-55 100.— 

2.55 

12. 4.55 700.— 
500.— 
24- 300.—(d) 
26. 4.55 

4.55 10.— 

130.— 

84.— 

180.— 
6.55 
19- 320.— 

19. 4.55 320.— 
19. 
19. 4-55 210.— 

5-55 

800.— 

750.— 

210.— 
21. 130.—(h) 

8.11.54 400.— 
26. 500.— 


Table 


share 


23,250.— 


2,847.— 
2,873.— 
1,706.— 


719-50 
9,080.— 

12,470.— 


last 


Min’ MO OWN DO 


shares nominal value 200. (6) shares nominal value 5,000. (c) the business year 1954 
dividend has been paid. (d) shares nominal value 2,000. shares nominal value 1,400. (f) 
shares nominal value 300. (g) shares nominal value 3,000. (h) shares nominal value 800. 


Nominal 
500 486.50 6.68 
6,000 1.77 
| 
2,000 
2,000 
2,000 
| 3,500 5»265.— 
| | 


Statistical Appendix 
Table 
MINIMUM AND MAXIMUM QUOTATIONS SOME ITALIAN COMPANIES QUOTED STOCK EXCHANGES 
(Lire) 
Companies Quarter Quarter Quarter Quarter Quarter 
Financial and Insurance 
S.T.E.T. Soc. Torinese Eserc. Telefonici 2,120 2,465) 2,340 2,245 
Textiles 
Chatillon Soc. Ital. Fibre Tessili Art. 2,430 2,150 2,165) 1,930 
Linificio Canapificio Nazionale 660 824 844 768 790 600 655 544 
Minerals, Metals and Engineering 
| 
Public Utilities 
Foodstuffs 
Chemicals 
Sundry 
Source: Bollettino Mensile Statistica. 
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BRANCHES ITALY 


BRUNICO SCHIO 
MERANO VERONA 
BOLZANO VICENZA 
TRENTO UDINE 
BRESCIA PADOVA 
MANTOVA MESTRE 
BERGAMO GORIZIA 
MODENA VENEZIA 
TRIESTE 
CREMONA SOTTOM. CHIOGGIA 
CHIOGGIA 
PAVIA FERRARA 
BIELLA BOLOGNA 
TORINO 
CORTEOLONA RIMINI 
CUNEO PESARO 
VOGHERA FANO 
SAVONA SENIGALLIA 
SAMPIERDARENA ANCONA 
CASTEGGIO 
GENOVA 
PIACENZA PORTO 


FIORENZUOLA CIVITANOVA 


PARMA MACERATA 
CARRARA FERMO 
REGGIO EMILIA PORTO S.GIORGIO 
LUCCA S.BENEDETTO DEL 
PORTO TORRES FABRIANO 
ALGHERO PICENO 
LECCE 
LIVORNO BARI 
MONSUMMANO PESCARA 
LANCIANO 
PRATO CHIETI 
FIRENZE TERAMO 
GROSSETO CORIGLIANO 
CAGLIARI CROTONE 
PERUGIA NOLA 
CIVITAVECCHIA COSENZA 
FOLIGNO SALERNO 
ROMA 
NAPOLI 
LATINA ROSARNO 
SULMONA REGGIO CALABRIA 
BENEVENTO MESSINA 
PALERMO CATANIA 
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